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A fine car made even finer 





Always 





Year after year, Pontiac is a fine car made finer. 
Constant effort is applied in behalf of Pontiac 
beauty, Pontiac performance, Pontiac safety, Pontiac 
economy and Pontiac dependability. 

The result—this year or any year—is an exceptional 
automobile, excelling in all the things that make for 
basically better motoring. 

An outstanding example of Pontiac progress is the 


availability of GM Hydra-Matie Drive® on all 1918 


MOTOR DIVISION | E 


PONTIA(¢ 
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an exceptional ear ! 


Pontiae models. Pontiae is the lowest-priced car in 
America offering you this proved achievement in 


easier, finer automobile performance. 


Pontiae’s exceptional record is your best assurance 


that you will be very happy if you choose a Pontiac 


for your next new car. Regardless of when you get 
it. Pontiae is always an exceptional car. 

Models Mlustrated: De Luxe Streamliner 4-Door Sedan and the 
De Luxe Torpedo Convertible. *GM Hydra-Matie Drive « 1 white 
sidewall tires are optional on all models at additio: «al cost 
RAL MOTORS CORPOR ON 





b 


From s 
molten ; 
America 
bicycles 
toads to 





For st 
500 diff 
100,000 
position 
with wh 
their pre 
become 


One i 
million 
use of o 
furnaces 
(teases | 
Working 
grade or 


‘in 


in 


the 
hite 


ost. 








From steelmakers’ furnaces pour the 
molten metals for thousands of the things 
Americans enjoy today —from bridges to 
bicycles, from ships to scissors, from rail- 
toads to razors, from tunnels to tin cans. 


For steel is not just ove metal. There are 
500 different kinds of steel, supplied in 
100,000 sizes, shapes, finishes and com- 
positions. Because of the vision and skill 
with which steelmakers have adapted 
their products to new uses, steel has truly 
become the backbone of our civilization. 


One important phase of steel’s multi- 
million dollar research program is the 
se of oxygen in blast and open-hearth 
lurnaces, which promises material in- 
teases in production. Steelmen are also 
working to find ways of using lower- 
gtade ores, 


“Vision is Indispensable to Progress” 





A growing river of Steel 
brings you this flood of useful, durable products 


New means of casting steel direct from 
melt into semi-finished form—by-passing 
the ingot stage and blooming mills— 
is another research development which, 
together with other improvements, may 
lead to still greater production efficiency 
in new and existing steel manufacturing 
facilities. 

From raw steel—made tougher, or more 
pliable, in new and old forms, with new 
properties and qualities—will come the 
products of tomorrow. Research men in 
steel companies are working alone, work- 
ing together, and working with manufac- 


BANKERS TRUST COMPANY 


NEW YORK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


turers to develop the specialized metals 
which these new products require. 


Where else but in America are men 
as free to work out new ideas... to 
create new products... to participate in the 
ownership and management of business? 
Where else are so many people so profit- 
ably employed? Where else is the standard 
of living for the average man so high? 


Vision is indispensable to progress 





—and progress, 
in turn, demands 
freedom. 




















HOW JOSEPH STALIN RULES........ P14 
There is a time for peace and a time for 
war. Whether this is a time for war is 
known only Joseph Stalin in the 
Kremlin. Apparent dissension in Russia 
has been only an illusion. Premier Stalin 
still is top man. In this article, U. S. News 
& World Report takes you to a meeting 
of the Politburo to show how decisions 
are reached, who can disagree, and who 
suffers for mistakes. 


A 1948 ‘PEARL HARBOR’?.............. P.14 
If a sneak attack should be launched at 
the U.S., the raiders would find a dif- 
ferent type of country from that the Japa- 
nese hit on Dec. 7, 1941. Mobilization of 
men and industry will be rapid. Weapons 
and materials are in better shape. A 
quick counterattack is possible. Pre- 
paredness, then only potential, now is 
more nearly an actuality. 


EUROPE’S GUESS ON WAR............ P.16 
Tension over the crisis with Russia is re- 
flected in all major countries. Britons are 
uneasy about 1949. French believe war 
is inevitable, In Berlin, Americans think 
Russia is bluffing. Italians see only slim 
chance of settlement. Yugoslavs wonder 
what role they will have if war comes. 


THREAT OF CHAOS IN FRANCE......P. 17 
Prices are climbing. Production is spotty. 
France, staggering under a load of trou- 
bles that seem to get no better, can un- 
dermine U. S. plans to help Europe back 
on its feet. Here’s a firsthand report on 
conditions that gnaw at France’s vitality. 


MOVING AN INDUSTRY................ P. 20 
After the boom, what? That’s a tough 
question. But here is one answer. This is 
the story of the Textron case, where costs 
mounted and fields looked greener else- 
where. Here are the figures behind the 
decision to move a textile operation from 
New England to the South. 


News within the News 





ODDS AGAINST MR. TRUMAN......P. 22 
The campaign, now in high gear, can 
have little effect on the voting, experts 
say. Barring a major upset, Mr. Dewey 
already has one foot in the door of the 
White House. This article analyzes the 
State-by-State standing of the major can- 
didates. 


RECORD HIGH IN BORROWING....P. 36 
In the midst of postwar prosperity, busi- 
nesses and individuals are more deeply 
in debt than ever before. Total is about 
$415,000,000,000. Here’s the rub: If 
prosperity should turn to depression, 
could all this debt be paid off? 


THE CBERUINMGRISIS. 33. <.-0c-ceccssccrees igerny 
After months of negotiation, after mil- 
lions of dollars spent on the difficult and 
dangerous “air lift,” after many proposals 
and counter proposals, the Western na- 
tions now have given up their efforts to 
reach an accord with Russia. This is a 
textual report of the State Department 
on events and frustrations that forced the 
case into the United Nations. 
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And this quadrennial clambake will sear our name 
into the public mind till 1952, eh, Judson? 


a Judson: Well, they remember the 
AX winning candidates at least four 
years — . 
Chairman: But, Judson, don’t Gg" 
you understand that an advertiser > 
has to let em have it month-in-and-month- 
out to be re-elected. 

What we want is a vote for us every 
day in the year, and you 
can’t get that steady de- 
mand for our dealers 
without telling our 
story to a lot of people 
regularly. 





All right, so our budget won't buy 5 
million circulation regularly. But we do 
have a budget that allows us to lay it on 
the line to nearly 2,000,000 REDBOOK 
families, every month in the year for $52,800. 

So why don’t we stop kidding around, 
and send a 12-page order to REDBOOK. 

Let’s buy one of those REDBOOK 
landslides! 





McCall Corporation 
444 Madison Avenue, New York 22, N. Y. 


Ya. 
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PS ON THE TRUCK BALLOT 
—— 
























When it comes to medium duty trucks of heavy duty 
size and character, leading candidates on every count 
are conventional and cab-over-engine ‘*450’? GMCs. 















-—---™ shes KH RSE" ENGINES fs ° 
“ARMY set power rating a These big, rugged trucks are built to handle gross 
ype, installed i , ; 
of the pon as — ge vehicle weights up to 21,500 pounds . .. and gross com- , 
sic ilita : ° : . ~ 
pooner 600,000 mi" bination weights as high as 37,000 pounds. They have 





extra strong frames... war-famed GMC ‘“‘Army Work- 
horse”’ engines . . . outstanding postwar styling ... ( 
cabs that are the last word in roominess, comfort, 
convenience and safety. 1 
In the medium duty truck field these GMCs are 


tops on the truck ballot . . . truck designed and 
built to provide extra quality and value throughout. 
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U.S. is to drift through the next three months, is to be rudderless, with no 
fixed direction at a time when things are tending to happen fast. 

Mr. Truman is out of touch with his job; is busy trying to hold office. 
Truman defeat November 2 would leave the country without an accepted leader. 

Thomas Dewey, winning, would lack power until January 20. 

George Marshall, State Secretary, and James Forrestal, Defense Secretary, 
are pretty much running the country at the moment, are likely to continue their 
role until they step out of office at the same time that Mr. Truman leaves. 

There really is no place where policy is shaved or where decisions are 
fitted into a pattern of over-all policy. Mr. Marshall is in Paris trying to 
outsmart the Russians. Mr. Forrestal is wrestling with problems growing from 
efforts to get military services to work together. Mr. Truman is campaigning. 

They're all tired, overworked, easily irritated. 








= 
i da b 


Sek ed 


A Dewey Administration, taking over January 20, would find things adrift. 

War will not be at hand, but a war threat will continue. 

U.S. foreign policy will still be in a state of flux, improvised. 

Money policy, inflation policy, will be uncertain. 

The U.S., drifting through the next three months, could find itself in much 
trouble, but it probably won't. It will slide through without much change in 
U.S.-Russian relations, without any upset in the inflation. The period ahead is 
one in that the Russians, if interested in starting something, might figure that 























they had an advantage, while U.S. is confused, uncertain. 
ie The war idea, however, still is being overdone. 
ie Wars aren't started in Europe during winter. September is the war month. 
*g War in winter leaves Russia handicapped by her primitive transport, by dif- 
ficulty of movement over vast stretches of snow, with mud to follow. 
ISS War probably is about the last thing the Russians want. Russia is very 
m- vulnerable to U.S. air attack; is not in position to hit U.S. hard in return. 
ive War threats, though, gestures short of war, mean acting will go on. 
‘k- What the Russians want at the moment is a reopening of talks on future of 
oe Germany. Russia wants to keep a hand in the affairs of Western Germany. U.S. 
rt, officials haven't the foggiest idea of what they intend to do with Germans over 
the long range, but they do know that they don't want the Russians to have much 
- to say about what is done with Germany's industrial Ruhr. 
nd Berlin is just a side issue, an irritant, a means of pressuring. 
re War_scares, uncertainties, will keep U.S. unhappy in months ahead. 
Talk of war, moves by Stalin, are making the present boom the strangest in 
U.S. history. People are downhearted wren they never were so prosperous. 
Money never was So abundant. Living standards never were so high. Jobs 
never were so plentiful. “leans of entertainment never were so lavish. Outlook 
for continued prosperity--if not at present levels, then only a little lower-- 


Seldom has been better than it is at this time. 
Yet people are unhappy, uncertain, not at all inclined to believe that the 
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good times they are enjoying are real. Stalin is taking the joy out of this 
boom, is keeping the people of U.S. from really appreciating boom times. 


Dewey won't. be able to change things much, but he is to get the chance. 

Truman, in seeking a chance to try his luck again, managed to maneuver him= 
self into a political hole from which only a miracle could save him. 

The Truman trouble, basically, is this: 

In the South, Mr. Truman is losing electoral votes that have gone to the 
Democratic candidates almost automatically since the Civil War. 

In the big cities, Mr. Truman is losing popular votes that control the 
electoral votes of industrial States because he alienated Henry Wallace. 

The South, plus the big. cities, provided the political base upon which Frank- 
lin Roosevelt rested his power. Mr. Truman has divided that strength in both 
areas, has fixed things so that he made his own defeat almost certain. 

How the election stacks up is outlined for you on page 22. 








Lend-Lease for nations of Europe is likely to be revived in 1949. 

Lend-leasing of crms will cost between $1,000,000,000 and $2,000,000,000. 

Aid to the world plus Lend-Lease may reach $8,000,000,000 in the year that 
starts next July 1. Aid this year is running at about $7,000,000,000. 

U.S. arms expenses will exceed $15,000,000,000 in the year to start next 
July 1. With Lend-Lease added, they are to approach $17,000,000,000 unless a 
basis is reached upon which to build peace that permits.disarmament. 

Spending, cash spending by the Federal Government, will be at a rate of 
about $43,000,000,000 in this fiscal year. A sharp rise lies just ahead as aid 
dollars and arms dollars pour out. Aid abroad, plus arms costs, account for 
nearly half of all dollars that are in this flood. Add interest on debt and 
payments to veterans and the bulk of spending is covered. 

Cash from the Treasury is to underwrite a high level of business activity 
over the foreseeable future. Any Slowing of expenditure by individuals or by 
business will be cushioned by the vast outpouring of Government dollars. 

Dewey, as President, won't change that situation much. 








A military career is to gain in attractiveness, as things are going. 

Military power in U.S. is rising, military personnel expanding. 

Pay opportunities are not what they are in business, but they seem to be 
better than in other branches of Government. Power often is great. Chance for 
advancement, opportunity to get varied service are growing. 

The military occupation has not been stressed in U.S. in the past. The 
trend, however, is toward a permanent enlargement of the military profession. 
In event of war, opportunities for those in service grow greatly. 











Living costs remain in a slowly rising trend. 

Food costs are to decline over the longer range. Butter is down for the 
time being. Meats are to decline moderately. Prices are high even so. 

Clothing prices are tending to hold high even when demand slackens. 

Rents are rising. Utility costs,which have risen little since prewar 
years, are edging up a bit. Fuel is in a firm price position. 

There is no sign of a wide-open break in any field. Food prices are pass- 
ing their tops but the trend down is to be slow, not precipitate. 








To help the busy reader follow important trends, we extend the 
Newsgram through the magazine by means of brief paragraphs in larger type 
at the head of each article. Thus we are able to give in Newsgram form 
additional coverage of essential news. -- The Editors 
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lf buttons 


were ballots! 


How confidently these old campaign pins 
named “Our Next President”! What votes 
they forecasted, what victories they claimed 
—a landslide on every lapel! 


All of them, of course, look a bit ironic now — 
for when the oratory was over and the ballots 
were in, the figures told a different story than 
the buttons did. 


But though many may have thought the 
best man lost, Americans were willing to let 
the figures rule. As a nation, we respect them 
— expect figures to be right. 

That same feeling holds true in the nation’s 
business, too—where vital issues are also settled 
on the basis of figures. And here as well, they 


must be non-partisan — objective — accurate WILLKIE AR 

beyond dispute. . 
You can bet your buttons Management knows .° Roosevelt ‘ 0 : 

what that means: Comptometer Brand Adding- | 


Calculating Machines! ’ 


ComPrTromeETER 


REG. U.S. PAT. OFF. 
ADDING-CALCULATING MACHINES 


Made only by Felt & Tarrant Manufacturing Company, Chicago, 
and seld exclusively by its Comptometer Division, 1726 North 
Paulina Street, Chicago 22, Illinois. 
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| with POWER 
Read... 


Money Making 


Free booklet, 
Money-Making Mail, re- 
news your respect for the part that 
letters play in your success. Gives 
four keys to better correspondence 
that you can begin to put into effect 
at once. 

Written by Dr. Robert R. Aurner, 
eminent authority on business com- 
munications — for 18 years ranking 
professor of business administration 
at the University of Wisconsin — 
now director of our Better Letters 
Division. Send today. Please use busi- 
ness letterhead. Fox RIVER PAPER 
CORPORATION, 2232 Appleton 

St., Appleton, Wisconsin. 
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World in crisis. Statesmen for the “little 
are 
worried about being pushed into the Ber- 
lin dispute between Russia and the U. S., 
They do not want to 
Many will prefer 
when the roll is called 

. Berlin is shoving Palestine, the atom, 
other big issues into the background at 
But America’s Dr. Ralph J. 
Bunche, who stepped in as U. N. medi- 
ator after the slaying of Count Folke 
Bernadotte, is telling the Jews and Arabs 
that the seriousness of their war cannot 


powers” in the United Nations 


Britain, France... 
have to choose sides .. . 
to vote “present” 


Paws .-.6-< 


be overemphasized. 


Talk of breaking up the United Nations 
is not taken seriously by the U.S. State 
Russia can make better 
use of the U.N. from the inside than 


Department .. . 


she could from the outside looking in. 


The “cold war.” Military aid for Eu- 


rope will be one of the first proposals 
put before the new U.S. Congress... 
The idea, not yet worked out in detail, is 
to pattern an arms program along the 
lines of the Marshall plan . . . Pro-Com- 
munists in Berlin are stepping up their 
campaign to take over the city and tie 
it to Russia. 


Presidential race. President Truman 
is going in for the homey touch... A 
Texas breakfast of ham, fried chicken, 
eggs, hot biscuits and honey is part of 
it . . . So is the business of estimating an 
Oklahoma horse’s age by its teeth, and 
tossing a penny in a San Antonio wishing 
well... Mr. Truman’s handshaking hand 








The March of the News___ 


is getting tired . His staff estimate, 
the President’s hand gets 20,000 grin, 
a day while he is on tour. 

A steady flow of confidentia! informa. 
tion direct from John Foster Dulles in 
Paris to the Republican campaign train 
prepared Governor Thomas E. Dewey in 
advance for a foreign-policy conferenge — 
with Mr. Dulles . . . Throughout recent | 





trips the Governor has been in daily cop. 
tact with the U. N. Assembly in Paris , 
Governor Dewey is determined to keep 
personalities out of the campaign . . . lis 
big points from now to election day wil 

(1) a united America in world af. 
fairs and (2) the promise of a general 
house cleaning in Washington if he wins 
the White House. 


The armed forces. Between now in 
January the Air Force will promote 





at least 5,000 officers . . . Most will he EbEve 
advanced one grade . . . U.S. now hasq J But o 
ram-jet missile that has been clocked at f oked 
speeds exceeding 1,600 miles an hour,,. |! 
And four airmen have flown rocket planes gos 
faster than 1,000 miles per hour = 
? ene Progr: 

projec 

The nation. The Federal Security f mand 
Agency says 51 Government employes f ever k 


will face charges of disloyalty . . . Under 
its rules, anyone “sympathetic” to Com- 
munism is suspect The House 
Un-American Activities Committee will go 
ahead with its investigation of spies, 
despite the Justice Department's refusal 
to prosecute those accused by the Com- 
mittee . . . More public hearings are 

coming up. 














HAND TO HAND: Here is how the world’s two biggest powers do business: An 
official of the State Department arrives at the Soviet Embassy with the important 
note accusing Russia of hamstringing the Berlin negotiations; he rings, waits, the 
Embassy door opens a little, a hand reaches out, takes the note, the door closes, 
the State Department official leaves. 
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|, Everyone today is beefing about prices. 
But one aspect that’s frequently over- 
looked is the relationship of prices to pro- 
duction. The pent-up demand for civilian 
goods that couldn’t be produced during 
the war, plus the European Recovery 
Program, plus our many Government 
projects, has built up the greatest de- 
mand for production this country has 
ever known. 
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A. today, Santa Fe Springs crude sells 
for $2.50 per barrel. So now we can keep 
awell in production until its output drops 
below3 1/5 barrels per day. As a result of 
keeping these “marginal” wells in opera- 
tiontheover-all rate of production for the 
vieldhas increased 29%. And the ultimate 
gain of economically recoverable oil from 
this one field has increased by 8,500,000 
barrels. What’s true of Santa Fe Springs 
strue of oil fields all over the country. 
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2. In many of our basic industries—such 
as mining, lumbering, agriculture and oil 
—the quickest way this demand can be 


“é 


met is by bringing our ‘‘marginal’’ pro- 
ducing facilities into production. And 
whether these ‘‘marginal” producing fa- 
cilities are low-grade mines, back-coun- 
try timber stands, poor farm acreage or 
low-producing oil wells, the only way you 
can get them into production is with 
higher prices. 





5. thanks largely to these “marginal” 
wells of different kinds, America is pro- 
ducing more oil than she did during the 
peak years of the war! But the only way 
we could get these wells into production 
was to have a high enough price structure 
to make such operations possible. Con- 
trary to popular belief, this price struc- 
ture was not and is not set by the oil com- 
panies. It is set by the American people. 
Each day they indicate what petroleum 
is worth to them by their demand for it. 





3. For example, we made a survey re- 
cently of several California oil fields 
where Union has substantial production. 
The findings at Santa Fe Springs field are 
typical. The January 46 price of Santa Fe 
Springs crude was $1.15 per barrel. At 
that price you could keep a well in pro- 
duction until it dropped to a point where 
it was producing less than 6 3/10 barrels 
per day. Below that point it cost you more 
than the oil you recovered was worth. So 
you abandoned the well. 
———___=_=_ 


a—— 
ae 





—— » 
——— 


6. Since the demand for petroleum has 
been unprecedented, the price has had to 
go up to the point where enough “mar- 
ginal” production could be brought in 
to meet the demand.* In other words, if 
we’re going to fight wars and help Europe 
and have vast programs of Government 
expenditures we have to pay the piper. 
There’s no use blaming the piper’s fee 
on “business” or labor or the farmer or 
the politicians or anyone else. Thisis a 
democratic country and we’re all in on 
the nation’s projects together. 
*Incidentally, petroleum prices are still 25% below 
the Department of Labor's Commodity Index for 
all prices, so this is not an apology. 


a 


This series, sponsored by the people of Union Oil Company, is 


dedicated to a discussion of how and why American business 


functions. We hope you’ll feel free to send in any suggestions 


or criticisms you have to offer. Write: The President, Union Oil 


Company, Union Oil Building, Los Angeles 14, California. 
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JOW PREMIER STALIN RULES: 
ALSE SIGNS OF SPLIT IN RUSSIA 


Moscow Role in Reversal of Berlin Policy 






Decision on war or peace is up 
5 Premier Stalin, not the Polit- 
yro. Russian policy, once set, is 
im until he shifts. 

‘Arguments among men who 
ss Russia leak out sometimes. 
Political jealousies crop up, too. 
‘But Politburo, personally 











'G 
hosen by Premier Stalin, stands 2 
ted behind big decisions. i 






What he says goes in Russia. 






Whether it is to be war at this time 
Nor no war depends upon decisions that 
ae being made in Moscow, not in 
Washington, London or Paris. 

Tf one man, or a group of men, in 
Moscow wants war there will be war. 
fthis man, or group of men, wants 
yayoid war, war will be avoided. De- 
sions that determine war or peace 
are made by a very narrow group. 
Out of this situation grows a question 
if who really runs Russia. The answer is 
bought earnestly by governments all over 
he world, Is it Premier Joseph Stalin? 
Or, as President Truman wonders, is Mr. 
Stalin a prisoner of the Politburo? Is the 
Politburo of 13 men the deciding group? 
Or is it the Army? 

A Russian general in Berlin appears 
on the surface of things to have over- 
tuled Mr, Stalin in dealing with the 
U.$., Great Britain and France on issues 
related to Berlin. (See text of report on 
Berlin discussions, page 57.) Yet, among 
those who are studying Russia, there is 
no support for the theory that the Army 
is ruling Stalin. Instead, the answers to 
questions that now are being raised—on 
the basis of the most authoritative infor- 
mation available to the governments of 
the West—are those that follow. ree 

Unchallenged boss of Russia is Jo- 
“ph Stalin. He listens to members of the 
Politburo and accepts their advice, but 
his decision, once made, is final. 

The Army in Russia is run by Mr. 
Stalin and the Politburo, does not run 
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Mr. Stalin or the Politburo. Marshal 
Vassily D. Sokolovsky, Soviet Military 
Governor in Germany, was acting under 
orders in Berlin, not acting on his own, 
when he backed away from an apparent 
agreement reached by Western. envoys 
with Premier Stalin in Moscow. 

Dissension is not now dividing the 
ruling group in Russia. There is argu- 
ment over policy among that group, but 
a decision, once taken, stands. 

A crack-up in Russia, in the event of 
Mr. Stalin’s death or serious illness, is 
possible, but not probable. Illness and 
death of Nicolai Lenin, whose dictator- 
ship was not nearly as well entrenched 
as Mr. Stalin’s, did not result in a crack- 
up. Mr. Stalin himself has picked the 
ruling group beneath him. This group is 
accustomed to working together. No 
single member is permitted to have the 
means with which to strike for individual 
power through a Putsch. 

So far as the governments of the West 
can see, there is no present basis for the 
conclusion that Russia may be _ weak- 
ened by trouble among the ruling group. 
Other groups in the country, who might 
cause trouble, are ruthlessly eliminated. 

The Stalin position, as a result, is 
that of a real boss. He is Communist dic- 
tator of a country of 200,000,000 people, 
top man in a party of 6,000,000 members 
who run the country. Publicly, there is 
no opposition to Mr. Stalin’s will, no ap- 
peal from his decisions. His dictatorship 
appears more complete than those of 
Adolf Hitler and Benito Mussolini at the 
height of their power in Nazi Germany 
and Fascist Italy. 

But the Russian dictator is the prod- 
uct, not the creator, of a party machine. 
At the top of the party machine are 13 
strong men led by Mr. Stalin. He is a 
shrewd political boss who is likely to re- 
main Russia’s dictator as long as he can 
control these men. There are no signs 
now that he is losing his grip. 

The Politburo, as the chart on page 13 
shows, is in theory merely an arm of the 
Russian Communist Party’s Central 

“Committee. It is not the Cabinet. But the 

Politburo members are leaders of the 
Cabinet, a rubber-stamp body which 
meets rarely, The Politburo itself, dur- 
ing a crisis, meets almost daily. Such a 
crisis is keeping the Politburo in regular 
session now, debating the risks of war 
involved in Russia’s tactics. 

Members of the Politburo are not 
equals in the sense that their opinions 
carry equal weight with Mr. Stalin. On 
the contrary, the Russian dictator is 
very particular about ranking his col- 
leagues in the order of their appearance 
next to himself at public meetings or in 
the listing of their names after his own. 
Recently there has been a drastic shake- 
up of the men next to Mr. Stalin. 


Last year, the Russian dictator ranked 
his Foreign Minister, Vyacheslav M. 
Molotov, and his Communist Party Sec- 
retary, Andrei A. Zhdanov, close to him. 
An old friend of Mr. Stalin, Marshal 
Klimentiy E. Voroshilov, stood at the 
head of the rest of the Politburo. Death 
of Mr. Zhdanov led Premier Stalin to 
shake up the standing of the Politburo. 
Two members, Georgi M. Malenkov and 
Lavrenti P. Beria, were chosen over the 
heads of men with more experience on 
the Politburo to join Mr. Molotov at the 
Premier’s side, But the shift in personali- 
ties did not bring a shift in Russia’s 
policies. 

The triumvirate thus formed within 
the Politburo is more likely than any 
other combination in Russia to influence 
the decisions of Mr. Stalin on war or 
peace, 

Mr. Molotov has worked with Premier 
Stalin for 35 years. He has the dictator’s 
confidence. As the man who speaks for 
Russia abroad, the only one of the Polit- 
buro in constant contact with Western 
statesmen, his opinions will rate high. 
But Mr. Molotov is less forceful in ex- 
pressing his opinions than some of his 
colleagues. 

Mr. Malenkov, now 45, was Mr. Stalin’s 
personal secretary before he became a 
member of the Politburo. He has a re- 
markable memory for the names and 
records of all Communist Party leaders 
in Russia. He has traveled little outside 
Russia. As he was chief of Russia’s heavy- 
industry production during World War 
II, however, he is well aware of the war 
potentials of American and West Euro- 
pean industry. 

Mr. Beria, third man in the triumvirate 
close to Mr. Stalin, is not only the chief 
of the 20 divisions of MVD, Russia’s 
secret police, but also the director of Rus- 
sia’s prison camps. His agents operate 
not only within Russia, but also outside 
Russia in the satellite countries and, 
secretly, in the West. 

These three men, strongest of the Rus- 
sians next to Mr. Stalin, are in their jobs 
because Mr. Stalin has chosen them. 
There is no evidence that they disagree 
with the dictator’s judgment on major 
issues. 

Position of the triumvirate now close 
to Mr. Stalin is not permanent. On the 
contrary, the dictator moves Politburo 
members about from job to job, testing 
them continually. The chart on page 11 
shows how he rates the Politburo mem- 
bers today. Tomorrow the rating may 
change. 

Activities of the Politburo are shrouded 
in complete secrecy. All members live 
and work in the Kremlin. No foreigner 
has ever been present at a Politburo 
meeting. Occasionally, top Russian Com- 
munists, called in as experts on specific 











subjects, get a chance to see the Pp}; 
buro in action. ) 

Inside story of how the Polithy 
operates is this: 

Presiding dictator. Mr. Stalin sits , 
the head of an oval table in a to 
adjoining his office at the Kremlin, Whi, 
other members are talking, he someting 
walks back and forth across the roop 
Sometimes he writes at a small de 
placed near the wall. Little that ig gj 
escapes his attention. 

Blunt talk is the rule at Politburo sg 
sions. Members of the Politburo are py 
merely Mr. Stalin’s “yes men.” Al] 
them came into the Politburo with \, 
Stalin’s approval. But most of them, }. 
fore they were “tapped” for membe. 
ship, rose high in the Communist Pary 
on their own merits. They are men till 
and tested in job after job, men who ar 
subject to the most minute and contin. 
ous investigation of the secret police. 
Once behind the closed doors of th 
Politburo, these men take part in the onh 
organization in Russia that encourags 
real criticism, not only of Communist te. 
tics, but of Mr. Stalin’s own opinions, 

Politburo members, in debate, criticiz Pre 
methods and tactics, not over-all aims 
They are agreed on ends. In the few avai. 
able writings of Politburo members, fr 
example, there is evidence of a comm 
conviction that there can be no real pea 
between Soviet Russia and the non-Con. 
munist states. “As long as capitalist ev 
circlement remains,” wrote Nikolai Vu. 
nesensky, one of the younger members i! 
the Politburo, “there exists the danger 
aggression by imperialist states again 
the land of socialism.” 

Differences between Politburo mem 
bers follow no hard and fast lines \ 
division. Politburo members pride then 
selves on their ability to adapt the polis 
to the circumstances. Evidence availabk 
to American, British and French official 
contrary to reports published abroa 
shows no fixed cleavage within th 
Politburo on foreign policy. 

Decision is Mr. Stalin’s, on all is 
under debate. There is no vote in th 
Politburo. Those who have opinions ¢ 
press them. When Mr. Stalin feels thi 
a subject has been exhausted, or whe 
he wants to close a debate which he cat! 
siders useless, he _ says: “Molote 
pravilny” or “Malenkov_pravilny!”-ait 
ing the Russian word for “right” to th 
name of the Politburo member who spo 
in favor of the tactics Mr. Stalin has ¢ 
cided to approve. Mr. Stalin may selé 
the opinion of the majority or may @ 
cide in favor of a minority opinion. 

Discipline. The selfless discipline 
manded of all Russian Communi’ 
reaches its zenith in the Politburo. 019 
Mr. Stalin sets the policy, after debit 
it becomes the policy of the Politburo4 
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awhole, a policy which each member 1s 
required to carry out as if it were his own. 

Errors are recognized as inevitable 
within the Politburo. Other Soviet offi- 
cial, when they make mistakes, may 
lose their jobs. But the Politburo errs 
and nothing happens save that Russian 
policy retreats from the error. 

Decision to keep Russian troops in 
northem Iran after the date on which 
they were to be withdrawn in 1946, for 
example, was a Politburo order. Foreign 
Minister Molotov believed that Russia 
could get control of Iran. Instead, prompt 
action by the Western powers in the 
United Nations forced Russia to with- 
draw her troops. But Mr. Molotov re- 
mained a key man in the Politburo. 

Over-all policy, guiding the decisions 
of the Politburo in world affairs, is to 
‘ep Russian policy fluid, to “play by 
eat, always ready to shift to other tactics 
© gain the same end. Politburo members 
te realists who are not hampered by the 
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Communist rote to which lesser Com- 
munists must pay lip service. Their gos- 
pel comes from Lenin’s “Letters on Tac- 
tics”: “a Marxist must take cognizance 
of actual events, of the precise facts of 
reality, and must not cling to a theory 
of yesterday.” 

Tactics developed by the Politburo in- 
clude one routine familiar to Westerners. 
In negotiations at Moscow, Mr. Molotov 
will stand pat on his demands. Mr. Stalin, 
at the last minute, walks in to make “con- 
cessions” which, in fact, concede little. 
If Mr. Stalin and the Politburo decide 
later that too much has been conceded, 
officials at lower levels get instructions 
to make trouble in working out details of 
agreements. That, in the opinion of West- 
ern experts on Russia, is just about what 
happened when Marshal Sokolovsky 
failed to carry out the promises made to 
the Western envoys by Mr. Stalin in 
Moscow. Certainly no Russian, not even 
another member of the Politburo, would 
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dare to challenge Mr. Stalin’s authority 
as long as the Premier is in good health 
and retains the confidence of the Polit- 
buro as a whole, 

Line of succession to Mr. Stalin is by 
no means fixed. Chances are that, should 
he die or become seriously ill, his pow- 
ers would be taken by the triumvirate of 
Molotov, Malenkov and Beria. In a 
scramble for power between the three, 
Malenkov would have a good chance to 
win the support of the Communist Party 
and with it the mantle of dictator. 

Ruler of Russia for the present, how- 
ever, remains Joseph Stalin, who will be 
70 next year. He has picked all the mem- 
bers of the Politburo, making certain of 
their loyalty to him. Their opinions on 
issues involving risk of war will certainly 
influence Mr. Stalin, but, until one of 
them takes his place, it will be Mr. 
Stalin and nobody else who will have the 
final word on decisions that could bring 
war or peace. 


13 


Wit 


oh iat b 





U.S. News & World Report 





U. S. defenses are being tight- 
ened against a surprise war. 
Quick, strong counterpunch will 
meet any new “Pearl Harbor.” 

Weeks between election day 
and inauguration day are the 
danger period. But U.S. has its 
guard up against a sneak attack. 

Armed forces are far befter 
now than in 1941. War plants 
are ready. Shift to all-out war 
can be made in days, if that be- 
comes necessary. 


A “Pearl Harbor,” if repeated in 
1948 or the first days of 1949, will find 
U.S. in a far different state of readi- 
ness than did the Pearl Harbor attack 
of Dec. 7, 1941. U. S. armed forces are 
getting set for any possible attack that 
might be planned for the period of un- 
certainty between November 3 and 
January 20, when there may be con- 
fusion in the event of a changing 
National Administration. 

Except for this period, high U.S. 
officials doubt the danger of an early at- 
tack either directly on this country or on 
positions held by U.S. and her friends 
abroad. But there is definite planning to 
meet a possible armed assault by Russia 
at that time, based upon the idea that 
U.S. would be confused and unprepared 
to act between the time of election and 
the prospective change in the White 
House. 

Any attack in weeks or months just 
ahead will find the U.S. in a relatively 
high state of preparedness. In the months 
that will follow January, that state of 
preparedness will be even higher. Mobi- 
lization of full U.S. strength, in the 
event of war itself; would be far more 
rapid than it was last time. Plans now 
shaped call for total mobilization within 
12 to 18 months, fairly complete mobi- 
lization in a matter of weeks. 

Military strength of the United 
States, as backing U.S. diplomacy, is far 
greater now than in the crisis period 
of 1941. That strength is growing rap- 
idly, provides insurance against any ef- 
fort by a potential enemy to deliver a 
sudden, surprise blow aimed at a quick 
knockout. 
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A 1948 ‘PEARL HARBOR’? 


Nation’s Readiness to Counter a Sneak Blow 


Under arms in the U.S. military serv- 
ices are 1,518,000 men at this time. That 
strength is up from a postwar low of 
1,266,000 men four months ago. In addi- 
tion, reserve forces of the Army, Navy, 
Air Force and Marine Corps total an- 
other 2,188,619 men available on short 
notice. This brings the military man 
power that could be called on to meet a 
new “Pearl Harbor” to 3,706,619 men, 
as compared with 1,900,000 men in 
December, 1941. 

Draft is in operation now, as then. 
More than 8,500,000 youths are regis- 
tered, from 18 through 25, with an 
eligible pool of 2,147,813 single non- 
veterans. Moreover, voluntary recall of 
reservists is reaching large-scale propor- 
tions, with thousands of wartime officers 
and technicians going back into uniform. 





Air Force, the first line of defense 
the event of a Pearl Harbor type y 
attack, is being stepped up rapidly j 
contrast with the air strength of 194) 
At that time, the Army Air Forces ha 
only 3,735 planes suitable for comb 
Now the Air Force alone has 23)(jj 
planes—4,200 of them postwar modek 
800 of them B-29 atom bombers, 13,(j 
of them ready for immediate action, Thi 
present force, according to the top 4f 
officers, could deliver a_ counterattay) 
that would be far more devastating thay 
any U.S. wartime attacks delivered 
Germany or Japan. 

Navy planes add greatly to this current 
air strength. Air arm of the Navy, whic 
had only 2,471 planes in December 
1941, now has 11,700 planes in teat. 
ness, another 2,800 in storage. It is pur 
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chasing 1,165 new planes at this time, 
s making 50 per cent of its carrier-plane 
force jet propelled. The Navy, too, is re- 
opening five wartime air bases along the 
Atlantic Coast. 

Army, increased in size from 537,084 
men in April to 623,806 men now, is 
gmewhat smaller but far more potent 
than the 1941 Army. It is well equipped, 
experienced in combat, backed by about 
1,300,000 trained reservists, 8,000,000 
World War II veterans. The 1941 Army, 
in contrast, was poorly equipped with 
weapons, almost wholly inexperienced, 
with more than half of its strength in 
new draftees, and was backed by only 
120,000 reservists. 

Navy, prime target of Pearl Harbor, 
now is supreme on the seas. Navy 
strength in recent months has risen from 
385,000 to 409,200 men, compared with 
938.000 in 1941. It has 941 combat ships 
now, in contrast to 347 then. The present 
Navy, moreover, has a record 1,003,000 
reservists, of whom 178,000 are in 
organized units. Current expansion in- 
dudes building 16 new ships—a 65,000- 
ton super aircraft carrier, new “sub 


killers,” high-speed submarines, new- 
type destroyers and cruisers—and recon- 
verting 33 other ships to new uses. 

Atomic stockpiles, too, provide a big 
advantage in U.S. military position now 
over 1941. Production of atom bombs 
has been stepped up in recent months, 
efficiency of those bombs improved to a 
point where they are about 10 times as 
powerful as the Hiroshima bomb. 

Behind the military, war industry 
and war planning are in far better shape 
now than in December, 1941. War plants 
are built, their labor forces trained. Pro- 
duction of goods needed in wartime is 
high and going higher. Machinery for 
mobilizing industry and man power is 
available, its outlines set. 

Mobilization plans, to go into effect 
immediately if U.S. is attacked, are be- 
ing worked out in great detail by the 
National Security Resources Board. These 
plans are to be completed by December 
1. They involve mobilization of nearly 
all U.S. man power, setting up of new 
Government war agencies with their top 
personnel already picked, an immediate 
return of priorities for war output, ra- 
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tioning, wage controls, wartime taxation, 
tight economic controls. 

“Phantom orders,” to be filled only 
in case of a new “Pearl Harbor,” have 
been placed with industry for 100,000 
machine tools needed in wartime. This is 
expected to save up to six months in time 
needed to get war production under way 
after any coming D Day. 

Arms orders themselves, meanwhile, 
are going to more and more firms, will 
grow larger in the months ahead. The 
aircraft industry alone now plans to 
double its labor force as a result of new 
orders for military planes. Orders for 
rifles and machine guns have reached a 
peacetime high. The aluminum industry 
faces a 10 per cent expansion on the 
basis of arms orders. Hundreds of items 
that were declared military surplus three 
years ago again appear in new orders for 
industry, things like machinery, clothing, 
guns, building materials. 

Cost of this preparedness is rising 
sharply. Outlays for defense are to be 
at least $15,000,000,000 in the next 
fiscal year to start July 1, 1949, probably 
more. To that may be added the cost 
of a probable revival of Lend-Lease to 
Western Europe. This may add $2,500,- 
000,000 a year to arms costs. Even with 
some of this aid coming from present 
military stocks, the over-all military 
costs may rise to around $17,000,000,- 
000 on the basis of present planning. 

An economy in which arms orders are 
increasingly important is -to be the re- 
sult. This means a strong underpinning 
for heavy industry, with yearly defense 
orders running into the billions. It means 
continued large demand for steel, for 
aluminum, for copper, lead and zinc, for 
lumber, for fuel. It promises a steady 
flow of orders for the aircraft industry, 
for other industries that sell goods to 
the armed forces. 

It means, too, that arms outlays will 
keep the federal budget high, that the 
cost of Government cannot be reduced 
substantially any time soon. Taxes, as a 
result, are likely to stay at about their 
present level for the foreseeable future. 

Result of this growing U. S. prepared- 
ness program, thus, is to be one of these 
alternatives: 

If war comes with a new “Pearl Har- 
bor” attack in the months ahead, U.S. 
is to be in a far better position to strike 
back effectively than it was in December, 
1941. Military strength, especially air 
strength, is in a position where it can 
counterattack immediately, expand to a 
wartime footing in relatively short time. 

If war is averted, an arms economy 
is in store for U.S. until real peace 
comes. Outlook is for more, not less, arms 
spending in the years ahead, for a grow- 
ing demand for the goods needed in 
wartime. 
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Europe’s Guess on War: 
It's Coming, but Not Soon 


War talk in Europe is growing. 
But chances of immediate war— 
of shooting before winter—are 
discounted in most capitals. 

Big question is whether Russia 
or U.S. is bluffing. Nobody sees 
hope of a settlement. Deadlock 
can go on for months. 

Eventual war, choosing up 
sides between East-West, is ac- 
cepted. But Europe isn’t ready or 
willing to fight over Berlin. 


LONDON 

The British do not expect war to 

break out this year. But a shooting 

war in 1949 is regarded as possible. 

The people are more worried now 

than at any time since the end of 
World War II. 


The average Briton is far from 


Foreign Secretary Ernest Bevin’s at- 
tack on Russia before the United Nations 
Assembly in Paris was in much stronger 
language than Mr. Bevin usually uses in 
London. It attracted wide attention. The 
speech did not bring a “war panic” to 
London, but people generally are more 
apprehensive because of the events of the 
past few days. 


PARIS 

The idea that another war is inevitable 

is spreading in France. It is affecting 
business investment and prompting a 
cautious flight of capital from the country. 
But the typical Frenchman, beset by 
troubles of his own, is becoming dulled 
to recurrent war scares. He seems. no 
more excited now than he was months 


ago. 

The breaking off of negotiations with 
Russia over Berlin has produced no sud- 
den increase of “war talk,” either on the 
streets or in the newspapers. Few expect 
war to come now, or at any time, as a 
result of the Berlin crisis. 





being sold on the idea that holding 
on to Berlin is worth another war. 
There is no popular will to fight. 
But the growing tension between 
Russia and the West is bringing 
with it a feeling of uneasiness and 
confusion. 

“Russia,” as such, has not been 
the issue in London that it has been 
in the U. S. in recent weeks. 

The British Government radio, 
and most British newspapers, have 
been comparatively reserved in 
their reports about the Russians. 
The Government issued no strong 
“White Paper” about the Berlin 
negotiations, as the U. S. did. There 
are no Communist investigations or 











spy hunts going on to keep Russia 
in the news. And another thing 
that has kept down war talk is the 
fact that Winston Churchill—still regarded 
by thousands as the symbol of wartime 
leadership—found the time to take a long 
vacation. 

But developments occurring at the 
present time are stirring up concern about 
war. Rearmament, now starting, worries 
many Britons, even though they seem 
most concerned because steel used for 
war purposes cannot go into automobiles 
and purchases have to be postponed 
again. Demobilization has been slowed 
down, too. 
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—Crawford in Newark Evening News 


“WORLD TRAFFIC PROBLEM’ 


There is widespread feeling, however, 
that the Russians are working themselves 
into a corner from which, sooner or later, 
they will have to fight their way out. If 
that happens, France—with inadequate 
defenses and with a large Communist 
Party—expects to be forced, temporarily, 
into the role of Russian satellite. 

But the feeling in Paris is that the 
present tension between Russia and the 
Western powers can carry on through 
the coming winter months without be- 
coming dangerous. 





BERLIN 
Russia is not ready for war. That is th 
opinion inside the American Milita, 
Government here. The U. S. has no play 
for the mass evacuation of Berliners, 
The attitude here is that lussia yj 
continue to bluff and try to push the othe 
Allies out of Berlin, but that Soviet troops 
will not step over any firm line set by thi R 
West. The British and American af 
forces are ready to keep the “air lif’ in F 
operating through the winter, sure the §rage 
can provide Berliners with enough fo ing. 
and coal to prevent hardship. Plans fy 
the rapid evacuation of Americans fron Lu 
Berlin are drawn up, but they are nofiby f 
expected to be used at any time soon, ing 


ROME g9°¥¢ 
Newspaper sales are booming in Italy, thine 
People are talking of the next war. The “ 
see only the slimmest chance of a settle. U, 
ment between Russia and the U.S,  ffaid, 
Although Government officials do not U.S 
expect an immediate outbreak of shot fe. 
ing, the man in the street already r. to ke 
gards war as something inevitable. Only F“col 
a small minority thinks either side j 
bluffing. A 
Most Italians are convinced that, {medi 
war comes, their country will be allied § count 
with the U.S. because they regard Ekeyst 
America as the stronger side in an Jinflat 
conflict. Italy’s preparations for defens 
or war are non-existent now, But 
people shrug and say that if trouble 
comes the U. S. will provide even: 
thing “from shoelaces to tanks,” 
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BELGRADE} 

The Berlin crisis is causing the vs 
excitement in Belgrade, simply be a 
cause the people do not know about 
it. Marshal Tito’s Government has sing 
not released the news of the break: heir | 
ing off of Western nest i 
with Moscow, nor has it published Be 
the fact that the United State ier 
Britain and France have placed te 3 hb 
Berlin argument before the United fe 
Nations. Twe 

Yugoslavs are aware of the grow bible t 
ing differences between the Eas Ben 
and West, however, and the county Fhe ot 
is armed to the teeth. The big oficial 

question here is Yugoslavia’s 1k despa 
if trouble comes, in view of Manhif 
Tito’s split with Moscow. 

The odds are that pressure from withis 6 
the Communist Party inside Yugoslav soaring 
will force the Government to join Russi). 
in any war. But Marshal Tito, in Hii... 
event, probably will insist on Deiat is abo 
consulted as an equal on strategy a j 
on the use of his own troops. He prob Hest P. 
ably would not allow the Soviet AMBni.. ; 
to enter Yugoslavia because of a sus bourse 
picion that the Russians would ty ihe 6}, 
overthrow him. 
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BERLIN 
Chat is the 
a Militay 
i = no plans 
‘ry imers, 
ussia wil 
sh the othe 
Oviet troops . ’ ; 
© set by tee Runaway inflation is a threat 
erican af. France. Production is spotty, 


oe ragged. Prices keep climbing, go- 


» Sure they 
nough foul fing up faster than wages. 
Prion luxuries for tourists are offset 
¢ Im 
ley are nafby paltry meals and poor cloth- 
ne soon. fing for French workers. Weak 
ROME}governments cannot straighten 
ing in Italy. Fthings out. 


Pray U.S. dollars, Marshall Plan 
é c- . . 
>U.s, oid, are being poured in. But 


ey wit FY, §, may have to get in deeper 
pit to keep France intact during the 
table. Only $“cold war’’ with Russia. 

her side is 









A visitor to France is struck im- 
ed that, {mediately by the instability inside this 
Il be allied fcountry that is supposed to be the 
hey regard Fkeystone of European recovery. Wild 
ide in any J inflation persists. Political troubles 
for defens: Fem endless. Public morality, often 
| now. Bit Bow in the past, continues to slide 
at if trouble etal 
a ide by All U.S. plans for a strong Western 
> tanks. : : 

Europe to stand up against Russia are 
, thrown out of gear by the inability, or 
ELGRADE the unwillingness, of the French to help 
themselves, The Western powers, in their 
fim dealings with Russia, are hampered 
by France as the soft spot in the Western 
‘front. French Communists are biding 
their time. 

Americans shudder when they study 
France closely, but the U.S. is involved 
s0 deeply that there is no chance of pull- 
ing back, or to do anything now but try 
to figure out a scheme for salvage. 

| Two pictures of France are avail- 
. ym fable to American observers. One is the 
the anil snapshot of a gay paradise for tourists. 
» The bit iThe other is the X-ray taken by American 
j «a's re “officials who find dissension, decay and 
Mani despair deep inside the country. 
e On the surface, France is a land of 
plenty. The visitor with dollars 1s 
swamped with luxuries, his buying power 
Soaring as the value of French money 
alls. Legally a dollar commands 313 
anes. But on the black market the rate 
is above 875. It recently went to 450. 

An American can get a room in the 
best Paris hotel for $5. He can go 50 
miles into the country and get a five- 
‘ouse banquet for 50 cents. In one of 
te oldest restaurants in Paris tender 
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THREAT OF CHAOS IN FRANCE 


Reported from PARIS 


steaks, measured by the pound, are com- 
monplace. The visitor with dollars can 
melt three ounces of butter on his steak 
if he chooses. That is the full British 
ration for a week. He can finish his meal 
with an ounce and a half of cheese, an- 
other British ration for a week. 

But the butter and cheese are avail- 
able in such restaurants often at the ex- 
pense of French children whose milk 
allowance has not been filled. The price 
of a luxury meal for four often equals 
the monthly salary of an office worker, 

The American tourist is not alone in 
his luxury. He sees big spenders from 
Belgium and Switzerland. He sees, too, 
thousands of prosperous Frenchmen. 
They have American cars. Women in 
such families are as well dressed as before 
the war, often wearing costumes priced 
beyond the reach of tourists. 

The inside story, however, is far dif- 
ferent. It is disclosed by the studies of 
Americans working on France’s recovery. 

By any banking standards, the French 
Government is bankrupt. Money in cir- 
culation is eight times the prewar level. 
Gold reserves are only a tenth of prewar 
reserves, and those statistics do not tell 
all. The amount of gold still supposed to 
be in the Bank of France would not begin 
to meet current obligations. 

To keep going, France begs and bor- 
rows from others and keeps on printing 
money that is worthless by old-fashioned 
standards. But the country is consuming 
more than it produces, and the French 
people are not working well. Roaring 
inflation is doing much to encourage a 
trend toward more and more middlemen 
and parasites, producing nothing and 
living off the labors of others. 

The most painful squeeze has been on 
white-collar workers. Take, for example, 
the plight of an office clerk with a wife 
and two children and a salary of 30,000 
francs a month (legally worth $100 but 
valued at only $66 on the black market) : 

A modest diet takes half the salary, 
and even that allows for some help from 
friends and relatives in the country who 
send in food occasionally. Transportation, 
laundry and other services cost 6,000 
francs a month. 

Clothing for the entire family is ex- 
tremely expensive, but it has to be 
provided for at a rate of 3,000 francs a 
month. An occasional moving picture 
show, a restaurant meal, a few toilet 
articles, have to be fitted into another 
8,000 francs a month and 3,000 more go 


for rent—still tightly controlled—and taxes. 

The clerk has nothing for savings, 
nothing put aside for illness, insurance or 
a holiday. He and his family lead a 
barren life, with no luxury foods, no 
buttered beefsteaks. He is being squeezed 
while speculators flourish. 

Easy credit has been a calamity. The 
Frenchman who wants to make money 
fast gets away from the factories and 
does his business at the banks. One 
businessman put this problem this way: 

A borrower began by making a legiti- 
mate loan. He hurried to get the money 
into materials and goods. Sometimes 
prices did not go up fast enough to suit 
him, so he borrowed more to cover his 
overhead, and held on to his goods. 
Eventually hoarding forced prices up and 
the hoarder made big profits. But in- 
stead of paying his loan, the borrower 
kept up interest payments’ and borrowed 
again. This practice continued until 
France was caught in a whirlwind of 
credit. 

Various governments have made ges- 
tures at controlling credit, but none.has 
been effective. Controls, much like taxes, 





A Firsthand Report 
On French Turmoil 


The course of events inside 
France is a matter of vital impor- 
tance to the United States in the 
present tense situation with Russia. 
France, more than any other coun- 
try on the continent of Europe, can 
make or break American plans to 
help create a stable Europe as an 
offset to Communist expansion. 

Charles H. Kline, one of the as- 
sociate editors of U.S. News & 
World Report, recently spent a 
week-end in France on a personal 
visit. He was so impressed with the 
signs of approaching chaos found 
during this casual trip that he re- 
turned to France later to make a 
closer study. 

The dispatch on these pages is 
the correspondent’s firsthand report 
on the conditions now gnawing at 
France’s vitality. It is an important 
account of the trend of events sap- 
ping the strength of one of the 
major Western powers in the “cold 
war’ between East and West. 
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ANTI-INFLATION PARADE 
... deep inside—dissension, decay, despair... 


have been a failure because of the rush 
for quick profits. 

So the doleful facts mount up: 

Production is 15 per cent by volume 
above prewar output, but is unbalanced. 
There is an uneven and unsatisfactory 
flow of goods coming out. A whole seg- 
ment of industry, such as‘ coal, gas and 
electricity, is bogged down in national- 
ization and is losing money. Exports 
barely cover two thirds of imports. 
Frenchmen have an estimated $3,000,- 
000,000 in gold hidden away, but the 
Government has been unable to coax it 
from hiding. 

French agriculture is, at the same time, 
one of the most hopeful and most trouble- 
some aspects of the country’s difficulties. 
France can feed herself. The country has 
more cropland than Britain, Ireland and 
Italy combined. And farm production is 
coming back. The 1948 wheat harvest, 
about 300,000,000 bushels, is close to 
prewar levels. Such crops as potatoes and 
sugar beets are good. 

But the catch is in food collection and 
distribution. Frequently farmers will give 
up their crops only if they can turn their 
francs into gold. Governments have 
failed to bring the crops off the farms, 
just as they have failed in other things. 
In the end the farmer will get just about 
what he wants in the way of prices, be- 
cause he has to be satisfied before the 
rest of the population can be satisfied. 

The popular impression is that the 
heavy worker has succeeded more than 
any other Frenchman in keeping his in- 
come abreast of prices. Many such 
workers, by strong union pressure and 
agitation, have gained benefits, but the 
fact is that their real purchasing power 
has gone down, nevertheless. 
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The over-all impression is that French- 
men are bitter and exasperated at the 
luxury life of the business speculators. 
This feeling is fanned by political agita- 
tion, notably Communist, It is hard, how- 
ever, to locate any blossoming signs of 
civil war. 

Politically, the present Government 
of Dr. Henri Queuille is another nonde- 
script patchwork without the strength to 
make basic reforms. It has put up tax 
rates, for example, so that in the last 
quarter of this year tax revenues will be 
80 per cent larger than the last quarter 
of 1947. But it is doubtful if the Govern- 
ment has the strength or the will actually 
to collect a large part of the new taxes. 


—Somerville in Denver Post 


‘RULER OF THE ROOST' 


The Socialists are getting most of the 
blame for the repeated Government fail 
ures. They are in a position of being con- 
stantly outbid by the Communists for the 
favor of the workers. Socialists, seeing 
their followers waver, become panicky 
and tend to be trapped into reckles 
counterbids. 

The Communists probably can take 
the workers out on strike and keep then 
there embarrassingly long, but there is 
doubt whether the Communists coull 
successfully arm the workers, much les 
the farmers, for civil war. 

De Gaullists, the followers of Gea 
Charles de Gaulle, are regarded as : 
more likely source of violence now « 


ECONOMIC PARALYSIS 
The Communists can call the tune... 
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Warren in Cincinnati Enquirer 


‘BETWEEN TWO THORNS’ 


they press for action. De Gaulle is gain- 
ing strength, but not at any breakneck 
speed. The essential division between 
De Gaullists and Communists, with the 
fwzy in-between groups, has _ not 
changed much, 

U.S. involvement is growing with 
U.§. responsibilities in France. American 
officials in the country are becoming in- 
creasingly uneasy. 

Up until governments began falling 
over living costs, U.S. officials on the 
ground accepted French promises to 
clean up, work harder and do what it 
should to deserve Marshall Plan aid. 

It was not until six weeks or so ago 
that the U.S. officials got the full grasp 


ANTI-DE GAULLE FEELING 


. out of a political patchwork—violence? 


of how grave was the French “gimme” 
line. In brief the French wanted to make 
up with Marshall Plan dollars all their 
own failures. 

The division of Marshall Plan funds 
exposed something very close to begging 
under false pretenses in France. Nobody 
knew quite how much of a debtor France 
was until officials began discussing 
European trade and U.S. aid. It turned 
out that France owes everybody and is 
getting nowhere in earning her own way. 
Officials were struck not only by the big 
sums France is coaxing from the U.S., 
but from all her neighbors, too. 

France is going ahead getting an 
awfully big share of European aid, but 


POLITICAL UNREST 
... as the doleful facts keep mounting up 
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studies have brought the fact home to 
W. Averell Harriman and other American 
officials that France is a bigger prodigal 
than they realized. Now the French are 
to get the use of billions of francs set 
aside as counterparts for U.S. aid. Such 
funds are supposed to be released only 
for deflationary purposes, but there is no 
certainty that France will use them effec- 
tively. If the past is any guide, the money 
may be squandered. 

A U.S. dilemma is showing up. The 
fear is that if the money is not handed 
over to France, the country will swing 
either to De Gaulle’s right, or turn to the 
Communists and go in for big strikes and 
more socialism. 

But if the money is handed over too 
freely, France may continue to temporize, 
may not clean house or step up efficiency. 
The U.S. finds itself caught between an 
easy treatment that lets France continue 
to skid, or a crackdown that might bring 
either De Gaulle or the Communists to 
power, 

What Americans see in France, as they 
did in Greece, is that, once a big invest- 
ment is made in a country, Americans 
have to step in and learn how to run other 
people’s affairs down to the pennies. 

In the end the weaknesses in France 
are weakening the U.S. position in the 
“cold war” with Russia. Moscow, aware 
of France’s plight, is inclined to discount 
the country’s importance as a Western 
power. 

What is likely, the way things are 
tending now, is that soon the U.S. may 
be forced to give De Gaulle a green light 
to try to take over the country or find 
some other non-Communist candidate 
strong enough to run France as a main- 
stay of Western Europe’s recovery. 
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Moving an Industry: New Problems 


Reported from NASHUA, NEW HAMPSHIRE 


Here is the story of what can 
happen to a community when 
high costs cut profits of an impor- 
tant industry. It’s a story that may 
be repeated many times else- 
where when the boom fades. 

In Nashua, N. H., one local in- 
dustry decided to shut down and 
open new plants where costs 
were lower. The decision touched 
off a chain reaction that stirred 
up Senators, unions and the en- 
tire community. 


A harbinger of things to come, 
when and if the boom ends in indus- 
try, is provided by the experience of 
Nashua. There a local industry, after 
a period of high-level operations, is 
preparing to shut down most of its 
operations. The textile company in- 
volved is expanding operations in 
areas where costs are lower. 

In the past, a decision by an industry 
to curtail operations has been accepted 
largely without question. Now, how- 
ever, a decision resulting in unemploy- 
ment is leading to Senate investigations, 
union objections and community excite- 
ment. 

The experience in Nashua suggests 
that management in other industries will 
face new problems if the time does come 
to reduce operations or to take advantage 
of opportunities to cut costs. The textile 
industry is just one of the first industries 
in this period to find that costs can over- 
come income and that there is not to be 
an endless process of price rises off- 
setting cost rises. 

In this particular case, the com- 
pany, Textron, Inc., found the spiral 
starting to end a year ago. Costs were 
rising when sales were dropping. The 
firm closed out a small operation in 
Nashua, employing about 800, and said 
its big blanket mill and a sheeting mill 
would have to become competitive with- 
in a year’s time or be closed out, too. 

A few months later the company shut 
down a Manville, R.I., plant, which 
Textron officials called “the country’s 
highest-cost cotton mill.” In the sum- 
mer of 1948 a blanket mill at Esmond, 
R.I., was sold after a $951,493 loss on 
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operations in the 21 weeks ended May 29, 
1948. On September 8, Textron decided 
to close its Nashua mills, threatening to 
wipe out 3,500 jobs. 

Meanwhile, Textron found its Southern 
mills proving more profitable, by con- 
trast with the Nashua mills and other 
properties located in New England. And 
Puerto Rico last May offered new manu- 
facturers attractive subsidies and 12 
years’ freedom from taxes. The upshot 
was that Textron’s management, in allo- 
cating money for a $12,000,000 postwar 
expansion plan, assigned $11,000,000 for 





A NEW ENGLAND TEXTILE MILL TOWN 


Work loads are set by union-employe 
agreement in most New England mil 
In the South, where only about 25 pe 
cent of textile workers belong to unioy 
work loads are generally higher. Text, 
and the union were unab'e to agree q 
any satisfactory compromise between th 
company’s demands and the _ union; 
stand on work loads in the Nashua milk 
This was one reason why the compan 


y 


Jashua. 


decided to close out in N 

Wage rates are lower in nearly qj 
Southern mills, including Textron’s, 4j. 
erage straight-time earnings were $],]9 


—Black Star 


From one decision: Senate investigations, union objections... 


six new plants in Southern States and six 
plants in Puerto Rico. Only $1,000,000 
was put aside for improvement of New 
England properties. 

The Nashua case touched off a storm 
of controversy between management offi- 
cials and union leaders. The latter ac- 
cused the company of destroying local 
industries without giving them a fair 
chance to make good. The company in- 
sisted that returning competition forced 
disposal of its least-efficient units. 

Cost comparisons cited were these: 

Worker-output records maintained by 
the company show Southern mills were 
producing wide muslin sheeting at a 
rate of 9.62 pounds per man-hour. The 
rate in the company’s Nashua sheeting 
mill was reported to be 5.37 pounds per 
man-hour. 


for plant workers in Northern cottor 
mills in August, compared with $1.1 
in Southern mills. New England mam: 
facturers, such as Textron at Nashua 
estimate their wage costs are boosted ai 
extra 8% to 10 cents an hour per mil 
employe by cost of “fringe benefits” such 
as paid vacations, third-shift premium 
pay, insurance of employes. 

Lower taxes in the South make a 
other big advantage for a mill located i 
South Carolina, for example, compared 
with a mill located in a New England 
town such as Nashua. Textron figured 
its taxes at Nashua amounted to $2.53 
spindle. The comparable tax load i 
Anderson, S. C., amounts to 58 cents. 

Power rates are still another facto 
favoring Southern mills in general. Powe 
costs in Nashua were figured by Textron 


U. S. NEWS & WORLD REPOR! 








Y. 


— 


at Ll. 
com| 
the ] 
Sout] 
kilow 
their 
Nortl 
much 
Th 
and § 
Worl 
cotto! 
the € 
indus 
ploye 
and 
spite 
were 
down 





textile 
out of 
a wor 
a thir 
textile 
Shif 
a fami 
down 
abrupt 
Na: 
the fir 
develo 
agreed 
thus s¢ 
ers our 
dismis: 
ing m 
Dec, 3 
showin 
ment, 


Octo! 


-employe 
and milk 
ut 25 per 
to unions 
~~ Textron 
agree oy 
tween the 
e unions 
hua mill 
company 
Le 
nearly al 
‘on’s. Ay- 


ere $1.19 





~Black Star 


mn cotton 
ith $1.1 
nd man: 
Nashua 
oosted an 
per mil 
sfits” such 
premiuti 


make al- 
located i 
compared 
England 
n figured 
0 $2.53 3 
load in 
» cents. 
er factor 
al. Power 
y Textron 


) REPOR! 








YS. News & World Report 


at 1.2 cents per kilowatt hour. At the 
company’s former plant in Manville, R. I., 
the power rate was 1.7 cents. In the 
South, rates average around .8 cents per 
kilowatt hour. Textron officials say if all 
their Southern mills were located in the 
North their annual power bill would be 
much higher, 

The cost differential between North 
and South is an old story, actually. Since 
World War I the South has been gaining 
cotton-textile manufacturing industry at 
the expense of the higher-cost Northern 
industry. New England cotton mills em- 
loved 155,000 textile workers in 1927, 
and 16,900,000 spindles. In 1947, de- 
gpite the war boom, only 86,000 workers 
were employed and mill capacity was 
down to 5,100,000 spindles. 

Nashua’s own history illustrates this 
trend. Twenty years ago, about 80 per 
cent of the town’s employment was in 





Also, Textron agreed to “slip a little 
sewing mill down from somewhere else” 
that will give employment to about 200 
of Nashua’s displaced workers. Dismis- 
sals of the 2,300 people who eventually 
will lose Textron jobs this autumn is to 
be spread over the next two to three 
months, as the blanket mill winds up 
operations. 

Town officials are confident they can 
find jobs for at least 400 more workers 
from Textron’s mills by Christmas. 
Highly skilled millworkers will have little 
trouble finding jobs in nearby Lowell and 
other communities. Nashua is 39 miles 
north of Boston and inside a big labor 
market. 

But Nashua’s unskilled, older workers 
undoubtedly will find jobs hard to get. 
Their best hope is that the town can 
attract other industries. Textron is offer- 
ing its mills and machinery to any other 
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NEW ENGLAND TEXTILE WORKER 
.». and community excitement as a result of costs vs. profits 


textile manufacturing. In recent years, 
out of a town population of 35,000, with 
a working force of about 12,000, only 
athird of the pay roll has been in the 
textile mills. 

Shifting employment into new lines is 
afamiliar problem, but the Textron shut- 
down stunned the community by its 
abruptness. 

Nashua’s troubles were eased, after 
the first few days of excitement, by two 
developments. For one thing, Textron 
agreed to keep open its sheeting mill, 
thus saving the jobs of about 1,000 work- 
as out of the 3,500 originally slated for 
dismissal. The company says the sheet- 
ng mill will stay open at least until 
Dec. 31, 1949, but no longer if it is not 


showing a 10 per cent profit on invest- 
ment, 
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buyer. Officials of the company say a 
new management, starting from scratch, 
may be able to make Nashua mills profit- 
able. Textron bought the Nashua opera- 
tions and ran them as subsidiaries, “in- 
heriting all the local headaches and long- 
standing troubles between company ad- 
ministrators and local labor leaders,” as 
one Textron official put it. 

Several potential manufacturers al- 
ready have been shown Nashua’s advan- 
tages as a site for operations. Towns- 
people are cautiously optimistic. A year 
ago, when Textron closed down a mill, 
the space was sold to a plastics company 
that now employs 200 people and may 
eventually employ 1,000. 

If the boom lasts, Nashua expects to 
weather the Textron curtailments without 
severe hardships. Local merchants are 
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SOUTHERN TEXTILE WORKER 
...@ more profitable picture 


giving up hopes for a big Christmas sea- 
son. The town’s relief load, 108 cases in 
August compared with 82 a year ago, is 
expected to rise sharply. Unemploy- 
ment pay will only partially cushion the 
shock of job losses. Textron’s former 
pay roll was $7,000,000 a year out of an 
estimated Nashua total of about $35,- 
000,000. 

But layoffs in shoe factories are threat- 
ened, also. At best, Nashua faces many 
uncertainties. Other towns and regions 
will be up against the same problems if 
a downturn comes. The Nashua record 
indicates that employers’ decisions re- 
sulting in unemployment will be followed 
by flare-ups that seldom were noted back 
in the ’20s. 
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A Dewey victory in November 
is certain, the way things stand. 
Truman-Barkley ticket cannot 
catch up, barring major upsets. 

Wallace will get no electoral 
votes. But he cuts into Truman 
strength. So does Southern revolt. 
So does light registration. 

On current surveys: Republi- 
cans now can count on 291 elec- 
toral votes, 25 more than needed. 
Truman may not break 100. 


Thomas E. Dewey, barring some 
unpredictable event, will be the Presi- 
dent-elect of the United States within 
four weeks and will take up residence 
in the White House in less than four 
months. 

As the 1948 election campaign heads 
into its closing days, with 266 electoral 
votes needed to win, the relative stand- 
ing of the candidates is becoming clear. 
That standing, based upon surveys made 
by U.S. News & World Report and on 
public opinion polls, is this: 

Mr. Dewey, at the present stage, is 
sure of at least 291 electoral votes, or 25 
more than needed to elect. His total of 
electoral votes, in the final count, 


THE ODDS AGAINST MR. TRUMAN 


A Close-Up of Governor Dewey’s Big Lead 


combination of circumstances that no 
amount of campaigning can change. 

State-by-State standing of candi- 
dates as the election approaches is shown 
on the accompanying map. 

Mr. Dewey can count upon the elec- 
toral votes of all Northern States except 
Rhode Island, Missouri—which appear to 
lean toward Truman—and Massachusetts, 
Minnesota, Montana, Wyoming, Utah, 
Nevada and Washington, which are 
doubtful. He has a chance to pick up a 
number of electoral votes in these States. 
Yet, if he gets none of the doubtful votes, 
his election still is in the bag. 

Mr. Truman can count absolutely on 
very few electoral votes. He has a definite 
edge in Southern and border States with 
104 votes, and in Rhode Island, with 4. 
Many of these are not definitely as- 
sured. Mr. Truman has a good chance 
to pick up doubtful votes in Virginia, 
Florida, West Virginia and Oklahoma. 
He has a fair chance to pick up votes in 
Washington, Montana, Wyoming, Ne- 
vada, Utah and Massachusetts, although 
the race is close in all of those States. 

Mr. Thurmond is assured the electoral 
votes of South Carolina, Alabama and 
Mississippi. He also is promised 4 votes 
out of Florida’s 8, and is being given a 
strong chance to take Louisiana’s doubt- 
ful 10. 

President Truman, on the basis of pres- 


ent indications, will poll a large popula 
vote. It is not possible, however, for the 
President to piece together a winning 
combination of electoral votes because of 
the strange developments of the present 
campaign. 

The Truman trouble—which is the 
great Dewey strength—cannot be rp. 
moved at this late date. The time when 
this difficulty might have been removed 
appears to be gone. 

In the South, there is revolt that al. 
ready has cost electoral votes. The as. 
sured loss is 28 votes, with 4 more nearly 
sure. In the past, Democratic presidential 
candidates have started with 127 votes of 
the 266 needed. These votes came from 
Alabama, Arkansas, Georgia, Florida, 
Louisiana, Mississippi, North Carolina, 
South Carolina, Tennessee, Texas and 
Virginia. 

In four of these States—Mibssissippi 
Alabama, Louisiana and South Caroling 
—the States’ Rights candidate is the 
nominee of the regular Democratic Party, 
Unless upset by court action, this wil 
work to the disadvantage of Mr. Truman, 


- placing him virtually in the status of an 


independent candidate on the ballots. 
In North Carolina, Virginia and Ter- 
nessee, the States’ Rights Democrats may 
draw enough votes from Mr. Truman to 
put those States in the Republican cdl- 
umn. Polls indicate that Mr. Thurmond 
might get about 15 per cent of pop- 





may be much larger than indicated. 

Harry Truman has an edge in 
popular vote, as of now, in States 
with 108 electoral votes. The Tru- 
man hold on some Southern States 
is uncertain, His “sure” vote, as a 
result, may turn out to be less than 
indicated. 

Henry Wallace will get not a 
single electoral vote. The Wallace 
candidacy, however, will seriously 
hurt Mr. Truman. 

Strom Thurmond, States’ Rights 
Democrat, is to get at least 28 elec- 
toral votes—at the expense of Mr. 
Truman. 

In doubt are the electoral votes 
of States with 104 out of the total 
531 electoral votes. The edge in a 
number of these States appears to 
lie with Mr. Dewey. 

A Dewey-Warren victory is as- 
sured by the votes of the States in 
which there is slight chance of an 
election-day reversal. Mr. Truman 
appears barred from victory by a 
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NLL JUST TAKE 


—Manning in Phoenix Republic 


‘STEALING THE SHOW’ 
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ular vote, almost all drawn from Mr. 
Truman. North Carolina, with 14 
counties that voted Republican in 
1944, could be tipped to Mr. Dewey 
by a States’ Rights defection from 
Mr. Truman. Tennessee has 34 coun- 
ties that voted Republican in 1944. 
It, too, could give its electoral votes 
to Mr. Dewey if Mr. Thurmond 
drains the Truman vote. In Virginia, 
18 counties normally vote Republi- 
can. All three of those States went 
for Herbert Hoover in 1928—North 
Carolina by 54.9 per cent, Tennessee 
by 55.4 per cent, Virginia by 4 
per cent. 

Mr. Truman’s troubles  in_ the 
South, as a result, are real enough to 
add to the Dewey strength while sub- 





tracting from the Truman strength. 
In industrial cities of the North, 
too, the Truman troubles are real. 


They stem in part from Henry Wal- 
lace and his Progressive Party. Wal 
lace, on a national scale, is to get n0 
more than 3 to 5 per cent of the total 
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" How Candidates Stand Now: A State-by-State Survey 
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vote, on the basis of present indications. 
In New York State, however, the Wallace 
vote may run as high as 16 per cent. It 
will be substantial in Philadelphia, in De- 
troit, in Cleveland, in Chicago, in Los 
Angeles. Most votes for Mr. Wallace are 
votes subtracted from the Democratic 
total, 

What the Truman problem is can be 
understood by looking at a few vote 
totals in the 1944 election, a wartime 
election with Franklin D. Roosevelt as 
candidate. In that year, Democrats car- 
tied New York State with 52.7 per cent 
of the vote; Pennsylvania with 51.4 per 
cent; Illinois with 51.7 per cent; Mich- 
igan with 50.5 per cent. Mr. Dewey 
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carried Ohio with 50.2 per cent of the 
vote. Here was a block of industrial 
States, with 154 electoral votes, in which 
Democratic or Republican margins were 
narrow, The Wallace candidacy, drawing 
votes from the Democrats, almost assures 
that these votes all will go to Mr. Dewey 
in 1948, In 1944, the Democrats had 129 
of those votes. 

There are signs, too, that the size of 
the vote in some of the big industrial 
States will be lower than normal. If this 
turns out to be true—and early registra- 
tion figures suggest it-there is a sign 
that wage earners, who normally are 
Democratic in majority, often will not 
take the trouble to vote. Mr. Dewey will 
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gain a further advantage in that case. 

The Dewey strength grows in part 
from the Truman weakness. It rests, too, 
upon a number of other factors. 

To start with, Mr. Dewey can count 
upon the vote of New York, with 47 
electors. The Wallace vote, besides, as- 
sures that Mr. Truman will get less than 
the Democrats normally might count 
upon. Then, Mr. Dewey can count as 
well upon California. Governor Earl War- 
ren will assure the 25 votes of his State 
for the Republican ticket on which he 
has second place. Together, these give 
72 votes as a starting nucleus. 

After that, there are 65 electoral votes 
in bedrock Dewey States. These are 
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PRESIDENT TRUMAN 
... strategy boomeranged 


States in which all of the governorships 
and Senate and House seats are held by 
Republicans. They include Delaware, 
Iowa, Kansas, Maine, Nebraska, New 
Hampshire, North Dakota, Oregon, South 
Dakota, Vermont and Wisconsin. All of 
these except Delaware, New Hampshire 
and Oregon voted for Mr. Dewey in 
1944, Idaho and Colorado, with 10 votes, 
also are listed for him. Together with New 
York and California, that gives 147 votes. 

The next group of assured Dewey 
votes comes from big Northern industrial 
States, where Truman support is less 
well organized than was the Roosevelt 
support and where Henry Wallace is 
drawing some votes from the Democratic 
ticket. Illinois, where the Democratic 
machine of Chicago is not what it once 
was, Indiana, Ohio, Michigan, Pennsyl- 
vania, Connecticut and New Jersey are 
in this group. Among them they have 144 
votes. Mr. Dewey could lose one of these 
States and still win even if he picked up 
none of the doubtful States. 

Doubtful States include a number 
in which the Republicans probably will 
gain votes. Mr. Truman could win all of 
the doubtful States and win all of the 
States that now are leaning his way and 
still be 54 votes away from the 266 re- 
quired for election. Again, the Truman 
problem is emphasized. It is a problem 
that is complicated beyond repair by 
the split in the vote of the South and by 
the defection of Henry Wallace. 

On the border between North and 
South are States in which doubt remains 
concerning their choice among candi- 
dates. Oklahoma is doubtful. Missouri 
is leaning toward Mr. Truman, but it 
could become doubtful. Kentucky, too, 
is veering Democratic, with Alben Bar- 
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kley as No. 2 man on the ticket, but Ken- 
tucky is far from sewed up for Mr. Tru- 
man. West Virginia is doubtful. 

In the South, Virginia seems doubtful 
because ot the split in the Democratic 
Party. Florida’s electoral votes are to be 
split between Mr. Thurmond and Mr. 
Truman so that its fence-straddling posi- 
tion gives it a doubtful classification. 

Mountain States are a battleground, 
with the outcome in doubt. Montana 
and Wyoming could go either way. Utah 
and Nevada are in the same position. 

In the Midwest, only Minnesota is 
classed as doubtful. There are signs that 
Minnesota is veering toward the Repub- 
lican side, 


In the East, Massachusetts and Mary. 
land are listed in the doubtfu! colump, 
Out of 104 electoral votes in douby. 


ful States, the chances are that \y 
Dewey will end up with the majority 
Again the reason lies, in part, 
fection of some voters to Henry Wallace 
In part, it grows from an apparent tend. 
ency of people to vote for a change 
The Dewey victory, however, appa. 
ently is not to rest upon a landslide jp 
the popular vote. It can be a landslide jp 
the electoral vote. Opinion polls indicate 
that the trend away from the Democrats 
is in the bigger cities, not in the farming 
areas, where farmers are enjoying up. 
precedented prosperity and are some. 
what worried about the future of this 
prosperity if Government steps aside, 
The Truman defeat now apparent will 
trace to his break with the Southem 
wing of the Democratic Party on the 
issue of equal rights to Negroes, as well 
as to his break with Henry Wallace. The 
President, by his strategy, cut into the 
two main sources of strength for his 
candidacy—the South and the big cities 
Campaigning, on the basis of the 
present line-up of States, appears to have 
had little or no influence upon the trend 
of sentiment or upon the probable vote. 
Mr. Dewey, sensing the victory that 
seems to be his for the asking, has avoided 
a slap-bang type of campaign. He has 
tried, instead, to speak as if he alread) 
were President and to avoid arousing the 
opposition. Mr. Truman has sought to 
pick a fight, but without much success, 
The big question now is whether the 
President might have won if he had taken 
his stand on domestic issues less far to 
the left and if he had allowed prosperity 
to do his campaigning for him. 
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m voune's O art idea! 


Old Jim Young sells the snap and crackle 
of mountain grown apples by mail! 


JIM YOUNG and son Webb (left) discuss a 
proposed mail order advertisement. “Every bite 
crackles... and the juice runs down your lips” 
is typical taste-teasing Young claim. 


JIM YOUNG’S 





NEW FORD PICKUP TRUCK is demonstrated to Young by Ford Dealer, Joe DuBois 
of Santa Fe. “If this truck can stand up and take it like the older Fords,” says 
Jim, “it’s a mighty fine piece of machinery.” Replies Joe DuBois, “There’s no 
reason why it shouldn’t stand up even better. It’s built stronger. Every one of 
over 189 Ford Truck models has big strength-reserves which extend truck life.” 





PACKED AS FAST as picked, under 
Jim Young’s personal supervision, 
the cartons of apples are trucked 
immediately to the express office. 


Smart move! 


He selects Ford... the Bonus Built Truck, to do the 
hauling in his business. Smart move! Smart business! 





“rewes Smart bet | 


FORD TRUCKS LAST LONGER! 


Ving lotest registration data on 5,444,000 trucks, life insurance experts prove Ford trucks last longer! 


“THE IDEA WAS BORN on an abandoned homestead in 
the Jemez Mountains of New Mexico,” relates Ford 
Truck user Jim Young. “In a canyon there, I noticed 
one old apple tree with fine looking apples on it. A 
Spanish fellow told me he had picked fruit from that tree 
every fall for twenty-odd years. Figuring this was a good 
frost-free spot, I cleared and terraced the land, dug 
irrigation ditches, set out apple trees. Ford Trucks were 
a big help in getting my idea started. They still are!” 


APPLES BY MAIL is only one of the Young ideas. 
Son Webb trades with Indians for hand-woven 
neckties, silver work, other handicrafts which 
make the Youngs’ mail order selling a success. 


THE COCHIT! INDIAN truck driver and Jim admire 
a smart idea in Ford engine design. “Locating that 
distributor high on the engine so water can't get 
at it when a truck splashes through one of our 
running arroyos is a smart idea,” says Jim Young. 


“THIS AIR WING VENTILATOR in the door glass is 
practically a Ford Truck exclusive,” says Ford 
Dealer Joe DuBois to Jim Young. “It’s standard 
on Ford Trucks, but you can’t get it for love or 
money on 9 out of 10 other new trucks.” 


“IT’S A BIGGER BODY than it looks,” says Jim 
Young. ‘For orchard work and Indian trading it’s 
just what we need. And I like that all-steel floor, 
too.” “Yes,” replies Joe DuBois, “any way you 
look at it Ford’s the smart move for any load.” 
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BETTER Television for MORE People 


Federal’s Miniature Selenium Rectifier makes low-cost, improved television possible 


What’s behind the smaller low-cost television sets that make it easy for more 
and more families to enjoy television today? It is Federal’s Miniature Selenium 
Rectifier. This tiny unit eliminates heavy and expensive transformers, rectifier 
tubes and other components. Soon it will make possible even lower prices 
for 7- and 10-inch tube receivers . .. AC-DC television for the first time... 
amazingly compact AM-FM-TV combinations. The Selenium Rectifier, which 
converts AC to DC current, was introduced in America by I T & T and is 
manufactured by Federal in a wide range of sizes. In addition to television, home 
and mobile radio applications—Federal Selenium Rectifiers are used in 
all fields of industry for new and less costly product designs. 
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Federal’s New Miniature 
Selenium Rectifier is revolution- 
izing design of television sets. 


INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION 
67 Broad Street, New York 4, N.Y. 
U.S. Manufacturing Subsidiary — Federal Telephone and Radio Corporation 





















1T&T DEVELOPMENT AND MANUFACTURING 
Associates of I T & T maintain electronic 
laboratories in the United States, England 
and France, and operate 31 manufacturing 
plants in 22 countries which are contribut- 
ing immeasurably to the rehabilitation and 
expansion of communication facilities in @ 
war-torn world. 


1T& T COMMUNICATIONS 

IT & T is the largest American system of 
international communications. It includes 
telephone networks in many countries, 
47,000 miles of submarine cable, 6,600 miles 
of land-line connections, over 60 interna- 
tional radio-telegraph circuits and more than 
50 international radiotelephone circuits. 
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PARIS....BERLIN....LONDON.... 








As the split in the world gets wider, deeper, more alarming: 

Last hope of one world, of co-operation with Soviet Russia, is about gone. 

Fear of war is felt around the world, seems likely to stay indefinitely. 

Machinery of peace--the United Nations--can't do anything about it. 

Soviet withdrawal from U.N., if that happens, won't make any difference. 

One world never did exist, of course, but hope for it did. Now even the 
hope is virtually gone, mortally wounded at Berlin, in process of burial at Paris. 

Underneath the tragedy, largely accounting for it, are two fears: 

Fear of Soviet Russia dominates the West, inspires much of its policy. 

Fear of Germany dominates Russians, explains much--but not all--they do. 

These are the fears splitting the world. Justified or not, they exist, have 
to be set down as facts that affect all negotiations, chill all hopes for peace. 

















So you find no optimism in Paris, where world's worst problems are dumped 
one after another into the lap of a powerless U.N. It's this sort of outlook: 

Atom bomb is to remain uncontrolled. Russia won't accept inspection. 

Arms cut hasn't got a chance. Soviet proposal for cut of one third sounds 
fine, but West asks: "One-third of what?" Nobody knows what Russia starts with. 

Arms build-up, through regional defense pacts, is well along in Soviet bloc, 
starting in Western Europe, in Western Hemisphere, maybe in Mediterranean. 

Palestine dispute is somewhat nearer settlement, now that U.S. and Britain 
are both on same side, but it's far from a sure thing, far from real peace. 

‘Old disputes before U.N.--Greece, Korea, for instance=--won't be settled. 

New disputes, maybe over Iran, or Southeast Asia, are to be expected. 














Berlin dispute, overshadowing all the others, is not to be resolved by U.N. 
either, but there's just a chance U.N. mediation may be tried. It would offer a 
way to resume talks. Russians would like that. So would French. It's possible. 

Settlement is not likely, though, even if U.N. does provide a referee. 

Difficulty is that Berlin is not really the basic issue in Berlin dispute. 

Basic issue is control of Germany. Soviet blockade of Berlin was intended 
to force West into negotiations, not primarily on Berlin, but on Western Ger- 
many. Moscow talks failed, but Mr. Stalin still wants to get his foot in the 
Ruhr. U.S. is determined to keep Russia out, to build up Western Germany fast. 

U.N. can't mediate that one. So real peace in Berlin can't be expected. 





>> As a matter of fact, it will be a miracle if East-West agree on anything 
fora while. Officials now are saying exactly what they mean. It's strong stuff. 
West's hostility to Russia is utterly frank, at last, after years of sim- 
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mering, staying just below the boiling point, trying hard not to offend. 
A while ago, western diplomats thought Soviet negotiators were just hard 
bargainers, horse traders using exasperating tricks learned in the Orient, maybe, 
Now, feeling is that Soviet officials, up to and including Premier Stalin, 
can't really be trusted in secret talks, public talks, any kind of talks. 
Premier Spaak of Belgium, summing up for West in U.N., puts it this way: 
Fear of Soviet aggression must now be the basis for the West's policies. 
Soviet record, causing this fear, is one of rapid expansion, east and west, 
north and south. Now Berlin's the goal. Is the Rhine next on the list? 

Soviet "fifth column," manned by Communists around the globe, carries the 
war against the West deep into Western country, and all under the guise of peace. 
That, says Mr. Spaak, is why the West has come to fear Soviet Russia. 

If Moscow didn't know it before, it does now. Mr. Spaak made it very plain. 














































>> In this atmosphere, West can talk rather openly about defense planning. 
Western Europe is far enough along to set up a combined military staff, 
headed by Field Marshal Montgomery of Britain, planning for five nations. 
Scandinavia is more cautious about it, but edges towards joint defense. 
Mediterranean group of 15 nations, headed by Greece and Turkey, seems to 
have Similar ideas, but has much further to go, much less to go on. 
Western Hemisphere has its inter-American defense pact, revolving around 
U.S. Supplies and plans, offering a model for Western Europe's arrangement. 
Rearmament, moreover, is giving the planners something to work with. Arms 
race, East and West, already is eating up more of national incomes than in 1936. 
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>> Yet it can't be said that the West is ready for large-scale war. 
Western Union, core of Western Europe's defense, next door to Russia, is 
still largely on paper. It now has a staff, some plans, but not much else. 
Attack from the East, if it actually came, would meet scattered units of 
British air power, French, Belgian, Dutch land power, short in men and materiel. 
Force needed on the Rhine, some 40 to 50 mobile divisions, well equipped 











and trained, with plenty of air support, can't be assembled soon. Most Western ¥ 
Union can put along the Rhine, not counting U.S. troops, is about 15 divisions. : 
War_plans thus have to be made in a vacuum, in the absence of supplies. je 
Whole guestion of Western Europe's defense, as a result, turns on plans of m 





U.S., which alone can provide most of the planes, tanks, arms needed in a hurry. 





Once again, then, Europe turns to the U.S., waiting to see how much mili- = 

tary help U.S. will give, hoping U.S. appreciates cost of being tough with Russia. q th 
>> What worries the military planners about as much is finding a way to stop ” 
Moscow's "fifth column," Communists who work for Russia behind West's lines. 
To give you an idea of the size of this problem, from current estimates: Sta 
North America has 122,000 Communists, more than half of them in the U.S. bo! 
Central America is thought ‘to have 176,000,*most of whom are in Cuba. du 





South America is credited with 300,000. Brazil has most of these. 
Western Europe has perhaps 4,750,000, chiefly in Italy and France. 
Far East includes 2,000,000 in China, about 125,000 in all other areas. 
Middle East accounts for some 28,000, pretty widely scattered. 

Total "fifth column," outside Soviet sphere, thus approximates 7,500,000. 
Defense plans against this army have yet to be drawn, made effective. 

















U. S. NEWS & WORLD REPOE! 






| How industry makes multiple savings 
with Gulf Quality Oils and Greases: 
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OUGH, heat-resisting Inconel X — a new 
T nickel-chromium alloy—is ideal for certain 
jet plane parts. But it’s extremely difficult to 
machine. 

A New England plant found it necessary to 
regrind tools after machining only eight bolts of 
this metal—working on a jet plane parts contract. 

After a number of different cutting oils were 
tried without improvement in machining prac- 
tice, a Gulf Lubrication Engineer was brought 
into the picture. His recommendation: Gulf 
Stainless Cutting Oil B. Result: As many as 150 
bolts before it is necessary to regrind tools. Pro- 
duction increased, costs down! 





INDUSTRIAL 


LUBRICATION 








Cutting machining costs for 


JET PLANE PARTS 


of new tough nickel alloy 


Says the plant Superintendent, “Use of Gulf 
Stainless Cutting Oil B is the difference between 
a profitable contract for us and a substantial loss.” 

For effective help on your lubrication and main- 
tenance problems, write, wire, or phone your 
nearest Gulf office today and ask a Gulf Lubri- 
cation Engineer to call. 


Gulf Oil Corporation -Gulf Refining Company 


Division Sales Offices: 
Boston + New York + Philadelphia + Pittsburgh * Atlanta 
New Orleans + Houston : Louisville * Toledo 


Helps make machines 
produce more at lower cost 
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October 8, 1948 


“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 
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(These two pages present each week the opinion of The Editor, The, 
other members of the staff, who report, interpret, and forecast ng, 








MEDIATION—NOT WAR : 





By DAVID LAWRENCE . 


The man on the street is beginning to resign himself 
to the idea of war between the West and Russia. 

This is not because the masses either in this country 
or in Russia actually are familiar with the issues—it’s 
because the people at the top levels, the people who 
are supposed to be informed, are issuing reports which 
make the average man believe the breaking point is 
here and there is no solution but war. 

This is the way that wars start. This is what has 
happened again and again in history. 

But are people of intelligence in all countries asleep 
at the switch? Are they going to allow another world 
war to come upon them without at least making some 
effort to find out what other means can be utilized 
to prevent such a catastrophe? 

It is the duty of all intelligent people to examine the 
issues carefully and judge for themselves whether an 
impasse has been reached or whether there are further 
opportunities for negotiating a settlement. 

Today the issues have been laid before the United 
Nations at Paris. This is exactly the purpose for which 
that organization was created—to provide a ma- 
chinery for the settlement of international disputes. 
When negotiation directly between the parties in dis- 
pute fails, some other process must then be explored. 
The United Nations provides for the appointment of 
tribunals of inquiry, conciliation or mediation. 

Examining the record: The record of the recent 
phases of the dispute betwen Russia on the one hand, 
and Great Britain, the United States and France, on 
the other, has now been made public in the form of a 
“White Paper” plus the text of notes exchanged. 

Usually only a small but influential group among 
the intelligent classes of people take an interest in 
reading such documents—possibly less than 500,000 
in number. The texts often are unavailable even to 
those who are interested. 

So that such persons in all parts of the United States 
may promptly have access to these all-important 
declarations, the editors of this magazine have allotted 
23 pages in this week’s issue to present to its more than 
350,000 readers the full text of the “White Paper.” 

It is to be hoped that thus these documents will be 


examined with an objective point of view by enough — y 
people to assist in the formation of an intelligen} 
public opinion. 

Quibbling on technicalities: This writer has reaif re 
the documents twice and has derived certain conclu.f di 
sions from them. sa 

What emerges plainly is the fact that on both sidgf an 
there was a technical approach, a tendency to quibble 
over words, when both sides realized that behind the | 
subjects actually discussed were larger issues the set. 
tlement of which had been either evaded or avoided. 





The issue between the two sides is not the blockade. 

It is not the question of whether currency distribu. 
tion in Berlin shall be controlled by a single bank or ! 
by a four-power commission. I 
It is not whether Premier Stalin agreed to a directive ¢ 
whereby the military governors in Berlin could settle é 
the details and then repudiated his own agreement. . 
What stands out is that back of the Berlin blockade 0 
and the negotiations that followed is the determina I 
tion of Russia to bring about a settlement of the over: We 
all German question—the future of Germany itself but 
Our “White Paper” says at one point with respect plic 
to the August 23 meeting at Moscow: is 
“Stalin expressed persistent interest in having peri 
something said about the London decisions. He 0 
suggested insertion of the following or similar wre 
wording: ‘The question of the London decision } Y™ 
was also discussed including the formation ofa f 
Western German Government. The discussion it w 
took place in an atmosphere of mutual under [ the 
standing’.”’ p hare 
It is important for the reader to realize that the Be 
London conference to which Stalin referred ended ia) lowe 
a deadlock, whereupon a series of moves was begun by the | 
the three allies whereby Germany was to be part meat 
tioned into zones. The three Western powers wet Pres 
to set up a government of their own in Frankfurt, thus Gerr 
splitting up Germany. Russia is vehemently oppos’ff ‘Th 
to such a dismemberment, because it wants a unified Russ 
Germany. It is true that the Russians feel that the fensil 
can more readily Communize a single government — 
ssi 


and there is no getting around the fact that th 
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Yorlel Kepor? 


aes of U.S. News & World Report are written in their entirety by the 
J international news irrespective of the editorial views expressed here.) 


“| wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 










Fair and honest approach 





United Nations can mediate points at issue between Russia and Western powers— st 
needed—“White Paper’’ offers Americans 


opportunity to examine the record and determine what U. S. course should be 


Western allies also want a unified Germany but with 
a democracy that will avoid Communist control. 

Did the Western powers meet Stalin on his desire to 
reopen now the question of a unified Germany? They 
did not. Instructions given to the American Ambas- 
sador at Moscow suggested this wording of a proposed 
announcement: 

“The representatives of the United States, the 
United Kingdom and France affirmed the desire 
of their Governments for a four-power agreement 
whereby a Government for the whole of Germany 
will be established. They explained that the Lon- 
don decisions did not preclude such an agreement 
and, while they were not able to agree to any post- 
ponement to the implementation of the London 
decisions, they would make a sincere endeavor to 
ascertain whether there is a real prospect of agree- 
ment among the four powers. Further discussion 
of this point was accordingly deferred.” 

Here we have the crux of the issue. The three 
Western powers certainly would look into the matter, 
but they were not willing to come across with an ex- 
plicit assurance that the decisions with respect to 
partition of Germany would be postponed during the 
period of re-examination. 

On this rock the whole Moscow negotiation was 
wrecked, because it is evident that Stalin and Molotov 
were trying persistently to get the Allies to reopen the 
question of a discussion of a unified Germany. When 
it was apparent that the Allies were adamant on this, 


_ the Russians reverted to their original position of 


harassment with respect to the blockade. 

Berlin not the main issue: Everybody who has fol- 
lowed the situation at all is now willing to admit that 
the Berlin blockade is just a pretext or an excuse—a 
means of coercion—so that the Allies will change their 
Present position with respect to the partitioning of 
Germany. 

‘This does not mean that the coercion used by 
Russia is in any sense to be condoned. It is inde- 
fensible. There must not be negotiation under duress. 

The three Western powers made this point, but 
Russia refused to accede to any lifting of the transport 


regulations during the period of negotiations. This was 
a bad blunder on Russia’s part. 

The situation cries out for constructive mediation. 
The services of a mediator or mediating commission 
which is honest and skillful can bring about a settle- 
ment if there is a real desire for such a settlement. 

The Premier of Belgium, Paul-Henri Spaak, ex- 
pressed the feeling of all peace-loving persons through- 
out the world when he said that a fresh start, an honest 
start, a new collaboration must be begun. 

This is but another way of saying that there were 
mistakes made in the negotiation, and that the record 
is not all black or all white for either side. That is a 
helpful way to approach a complicated controversy. 

Time for dispassionate judgment: It is the duty 
of civilized human beings to strive to the very end 
against all forms of pride and hysteria, to examine ob- 
' jectively the issues in an international dispute. 

It is too late to examine such issues after the killing 
starts and the casualty lists come in. 

It is too late to examine such issues when the war is 
over and the so-called glories of conquest are lost in a 
maze of economic reconstruction difficulties. 

If there ever was a time for the exercise of moral 
force—the qualities of dispassionate judgment—that 
time is now at hand in the particular situation which 
has arisen between the major powers of the world. 

May the United Nations be guided by an all-wise 
Providence to vote for the appointment of a commis- 
sion of inquiry and mediation. Such mediation can in- 
sist that the Berlin blockade be lifted temporarily 
without prejudice to the past or future rights of either 
side. If mediation fails, if war does come, the people 
of the democracies will at least have the satisfaction of 
knowing that they tried by all proper means to avoid 
the conflict. They will then resolutely fight for a cause 
they know to be just. 

If, by the combined efforts of sane men, war can be 
avoided, the world will have found the only defense 
that can be made against the atomic bomb—the moral 
force of humanity striving to be fair, to be honest, and 
to recognize that only by the application of the Gold- 
en Rule can our civilization survive. 












“a ESE 










ote RL ieee eS 


_ 








Mr. Bevin‘s Warning of Atomic War: Labor Diplomat of Britain 
As Leader in Presenting Capitalist Nations’ Case Against Russia 
Reported from LONDON and PARIS 


> Ernest Bevin, Great Britain’s bulky 
and quick-tempered Foreign Secretary, 
is taking the lead in shaping the Western 
world’s case against Russia. Mr. Bevin, as 
part of his job, has warned that, in a 
showdown involving war, the atomic 
bomb will be used by the West, not kept 
on the shelf as an outlawed weapon. 

The Bevin warning is the first official 
notice to the world that atomic weapons 
will be used if and when war comes. A 
warning to this effect, coming from the 
British Foreign Secretary, is most sig- 
nificant for what it implies. Britain, in 
effect, is saying that she is prepared to 
face the hazard of atomic attack on her 
island—provided Russia has the bomb— 
and is ready to use the bomb in defense 
of her own position. There is a clear 
indication that the Western nations are 
convinced that Russia at this time lacks 
atomic weapons. 

Mr. Bevin’s lead in stating the Western 
case against Russia is echoed by other 
European statesmen. Foreign Minister 
Robert Schuman of France aligned his 
country with the British, and Premier 
Paul-Henri Spaak of Belgium told Andrei 
Vishinsky, Soviet Deputy Foreign Min- 
ister, why the Western nations are acting 
as they are: “It is fear of you, fear of 
your Government, fear of your policy.” 

This latest opposition to Russia is 
coming from nations that would lie 
directly in the path of a Soviet attack. 
Mr. Bevin and his colleagues, in taking 
thé initiative before the United Nations, 
are telling the Russians that their coun- 
tries stand firmly with the United States 
in opposing Soviet expansion. And Mr. 
Bevin warns that the time is near when 
Russian expansion must be stopped. 

The atomic bomb is being mentioned 
now as a weapon that should make the 
Russians pause in their current policies. 
Mr. Bevin sharply stated that the next 
war would be an atomic war and that, 
if it starts, Russia will be responsible. 
The West, Mr. Bevin made plain, will 
not attack, but he pointedly brought up 
the atomic bomb to suggest that Russia 
can launch an attack only at her peril. 

Mr. Bevin’s warning is reinforced by 
Gen. A. G. L. McNaughton, Canada’s 
atomic-bomb expert, who said bluntly 
that “the United States is the only nation 
in possession of atomic bombs—at least 
in any amount capable of being used 
for atomic war.” 

Russia, in short, is being told that in 
risking war, the Soviets are inviting 
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counterattacks that they cannot cope 
with. 

These warnings mark the first official 
statements that countries of the West be- 
lieve they have atomic weapons that the 
Russians lack. Private and unofficial re- 
ports that Russia has not yet developed 
the industrial facilities to make an atomic 
bomb are publicly confirmed. 
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THE BOMB 
...in a showdown—Mr. Bevin would take it off the shelf 


THE SECURITY COUNCIL 
. .- harsh talk is replacing the niceties of diplomatic language 
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Warnings of possible atomic bombings 
also serve notice on the Russians that 
countries of Western Europe intend to 
proceed with their five-power defensive 
alliance and that they rely on the United 
States to support this alliance. Implicit in 
the statements of European leaders is the 
warning that the West is prepared to 
accept a split in the United Nations un- 
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| MORE FREIGHT FLIES MO 





Case History: 


Mauro Simone, Fresno, California 


"By shipping our Black Mission Figs 
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Air Freight we opened new markets...made extra profits!" 





@So delicate are fresh California figs that they can- 
not be shipped successfully by iced box car. That’s 
one reason The Mauro Simone Company of Fresno 
this year shipped over 24,000 Ibs. of choice Black 
Mission figs to Eastern markets by Air Freight. 

Arriving in perfect condition, these fine figs com- 
manded top prices, which meant a longer profit. 
Also, Air Freight permitted Simone to open markets 
never before within reach. 

More and more, shippers of perishable products 
are using Air Freight. Strawberries, melons, spinach, 
peaches, tomatoes, celery—all have been successfully 
flown to distant markets. By eliminating costly 


DOUGLAS AIRCRAFT COMPANY, 
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packing and refrigeration... by catching peak 
market prices ... by saving on spoilage —shippers 
are finding the use of Air Freight highly profitable. 

You may be surprised to learn that Air Freight 
rates, in some cases, may be even less than rates by 
rail express. And waiting to serve you today via the 
world’s leading air carriers are fleets of Douglas 
DC.-4s, each capable of transporting up to 18,000 Ibs. 

Soon huge Douglas DC-6s carrying up to 
30,000 lbs. of payload on even faster schedules 
will be available to air carriers. For complete infor- 
mation on how Air Freight can save you time and 


money, call the air carrier office nearest you. 


+ SANTA MONICA, CALIFORNIA 














Here's How Your Business Can Get 
Thousands or Millions Quickly! 


High labor and material costs, 
heavy inventories, a slowing down 
of customer payments, and other 
factors have placed many growing 
companies in a tight cash position. 


If that’s your problem .. . if an 
adequate and continuous supply of 
operating cash would enable you to 
operate more efficiently, plan ahead 
more intelligently . . . it will pay 
you to read our book, “‘A Better 
Way to Finance Your Business.”’ 


Learn how much more money you 
can get ... how long you can use it 


. - - how little it costs. Read how 
Commercial Credit’s liberal, flexible, 
low-in-cost Commercial Financing 
Plan relieves you of worries about 
renewals, calls and periodic clean- 
ups of loans. See what manufac- 
turers and wholesalers, who have 
used this plan to a total of over a 
billion dollars in the past 5 years, 
say about its many advantages. 


Write or phone the nearest Commer- 
cial Credit Corporation office listed 
below for a copy of ‘‘A Better Way 
to Finance Your Business.” 


COMMERCIAL FINANCING DIVISIONS: Baltimore 2 = New York 17 ® Chicago 6 
Los Angeles 14 # San Francisco 6 ® Portland 5, Ore...and other offices in more than 


300 cities of the United States and Canada. 


COMMERCIAL CREDIT 


COMPANY 


Capital and Surplus > 
BALTI MORE 
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less Russia changes her policy, to rely 
more on regional understandings than op 
world agreement. 

As spokesman for this new policy of 
the West, Mr. Bevin appears well quali. 
fied. Plain and often harsh talk is replac. 
ing the niceties of diplomatic language jp 
dealings among nations, and Mr. Bevin 
is noted for his bluntness. He learned to 
be blunt while fighting the rowdy battles 
of British organized labor. 

Mr. Bevin, now 67, was born to poy. 
erty and orphaned at the age of 8. By 
the time he was 11, he was at work 
His formal schooling had stopped, but 
not his education. He read voraciously 
in history, economics, politics and inter- 
national affairs and became a confirmed 
socialist. 

He also threw himself into the labor 
movement and organized and combined 
some 20 unions of workers in transporta- 
tion, chemicals, steel and engineering, 
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ANDREI VISHINSKY 
In the succession of conferences... 


much as John L. Lewis organized the 
Congress of Industrial Organizations in 
the U.S. Mr. Bevin’s success as a labor 
organizer and his methods as a_ labor 


_leader won him the title of “Napoleon of 


British labor.” 

Conservatives in Britain disliked and 
feared him, but when war came, Winston 
Churchill, an old foe, appointed him La 
bor Minister. In that post, Mr. Bevin 
exercised unlimited power over British 
workers. He banned strikes, forbade job 
transfers and forced workers into key 
defense industries. 

With the Labor Party victory in 1949, 
Mr. Bevin made no secret of the fact 
that he wanted to become Chancellor of 
the Exchequer so as to have a guiding 
hand in socializing Britain. But the new 
Government wanted union backing for its 
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foreign policies and Mr. Bevin was named 
Foreign Secretary. 

The role of diplomat was new and un- 
accustomed. Bluff, forceful and energetic, 
Mr. Bevin is the type of man who plows 
determinedly toward his objective. He 
has little patience for the parleying of 
diplomatic conferences. Often his quick 
temper gets him into trouble. Vyacheslav 
M. Molotov, Russia’s Foreign Minister, 
frequently has taken advantage of his 
short temper. In early conferences the 
Russian would irritate Mr. Bevin, then 
win his point while the British Secretary 
choked with anger. But those days have 
passed. In the succession of fruitless con- 
ferences since 1945, he has measured his 
foe and is not so easily ruffled. 

The choice of Mr. Bevin as the West’s 
leader in the new attitude toward Russia 
appears to be a fortunate one. Mr. Bevin, 
a staunch socialist and advocate of labor, 
can scarcely be accused as a “capitalist 
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ERNEST BEVIN 
... his foe has been measured 


imperialist,” or a “warmonger” serving 
the interests of “Wall Street,” familiar 
charges of the Russians against any of 
their opponents, 

In Mr. Bevin the West has a hard 
fighter whose sympathies always have 
been with the less-privileged classes. He 
suffers from a dangerously weak heart, 
but does not spare himself as a working- 
man who has been called to shape the 
foreign policy of a country noted for its 
suave diplomats, His policy and that of 
the West is to be guided from here on by 
the explanation he gave to Mr. Vishinsky: 

We must agree with whom we can 
agree, work with those with whom we 
can work, understand and trust those 
who are willing to enter into trust and 
understanding with us.” 

That leaves little room for the Russians. 
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BUSINESS IN MOTION 





Probably few people realize that the 
dairy industry is-a large user of spe- 
cial brushes. In pasteurizing and bot- 
tling plants milk flows through pipes 
and tubes, and these must be thor- 
oughly scrubbed inside, using small 
cylindrical brushes attached to rods. 
Naturally, the brushes themselves 
must be capable of sterilization, which 
means a metal back. Conventional 
tufted brushes do a good job, but a fa- 
mous manufacturer realized that a 
better job would result if it could make 
a brush by holding the bristles in a 
channel, and then winding the straight 
brush into a small, 
tight spiral. Experi- 


Anybody could see that this was a 
tough problem. If annealing could have 
been resorted to, perhaps the operation 
would not have been considered too 
difficult, but you can’t anneal bristles. 
The metal had to be taken as it came 
from the mill, made to do that double 
flip-flop, and make a perfect brush. 

If you had been the brush manufac- 
turer, we trust you would have done 
what he did—come to Revere for help. 
If you had been Revere, you would 
have done just what we did—study the 
characteristics of all the Revere Met- 
als and Alloys, seeking one that would 
have the required 
strength and tough- 





ments immediately 
showed, however, 
that there was a low- 
er limit to the radius 
obtainable without 
cracking the metal 
and loosening the 
bristles. That limit, 
unfortunately, was 
considerably above 
the radius necessary 
to make a brush that 





ness, plus maximum 
corrosion-resistance. 

Revere is proud to 
have found the an- 
swer in a certain 
gauge and type of 
Cupro-Nickel Strip. 
Test runs with this 
were entirely suc- 
cessful, and regular 
production soon be- 
gan. Thus it became 








would have an out- 

side diameter, over 

the bristles, of 34” and an inside diam- 
eter, over the mandrel, of 4,4”. 

It was at this point that Revere was 
called in. Did we know of any metal 
or alloy which would withstand such 
a double deformation? Remember, 
Revere was told, the metal first must 
be turned up into a channel, enclosing 
a brass wire around which the bristles 
are set. Then the channel must be bent 
on its back in a tight coil with that 
small inside diameter of *%4¢”. Was 
there anything that would take this 
abuse and not crack, split, break, or 
open the bristle-filled channel? 





possible for our cus- 
tomer to offer this 
improved brush to the dairy industry. 

This is but one example that shows 
how a supplier can collaborate with 
his customers to mutual benefit. Revere 
is not alone in carrying on such activi- 
ties. Every supplier, no matter whether 
he produces metals or woods, chem- 
icals or plastics, rubber or glass, inev- 
itably knows a great deal indeed about 
his materials and how to work them 
into finished products. The great es- 
sential is that he be fully informed as 
to methods and end uses, for only then 
can he turn his knowledge and expe- 
rience to your benefit. 


REVERE COPPER ano BRASS INCORPORATED 
Founded by Paul Revere in 1801 


% &-® 


Executive Offices: 
230 Park Avenue, New York 17, N. Y. 
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(This article represents the result of an 








Private debts are at an all-time 
high. People, companies are bor- 
rowing more now than ever be- 
fore. There is no sign of letup. 

Debt, above $400,000,000,- 
000, is almost double pre-war 
debt. Mortgages are up. So are 
short-term loans, consumer credi?. 

Borrowing now is feeding in- 
flation. A bust, shrinking incomes, 
could force defaults, freeze bil- 
lions in bad debts. 


Businessmen, corporations, salaried 
persons, wage earners are going more 
deeply into debt than ever before. At 
a time when Government over all, is 
paying off some debt, private bor- 
rowers are on a borrowing spree. 

Debt, as a result, is at an all-time high 
and growing rapidly. The total debt, 
private and public, in the U.S. on June 
30 was approximately $415,000,000,000. 
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What Americans Owe: 
_ The Growth of Debt, 


Public and Private 
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extensive research on a problem of out. 


standing importance in National Affairs.) 


RECORD HIGH IN BORROWING 


Dangers for Debtors If Boom Turns to Bust 


It had risen $230,400,000,000 since be- 
fore the war. That rise in debt added 
greatly to the supply of money, It under- 
lies much of today’s inflation, A further 
rise in debt will add more to the money 
supply and to the base for inflation. On 
the other hand, if borrowing slows and 
money supply contracts, deflation could 
replace inflation. Then the immense vol- 
ume of debt would become burdensome 
for corporations, for Government and for 
many individuals. 

Private debt is at the heart of the 
debt problem as it is developing at this 
time. Private borrowing, as the chart 
on this page shows, has risen more than 
$41,000,000,000 since the end of the 
war, and $32,000,000,000 since January, 
1947, The increase is continuing at a 
rapid rate, The total of private debt on 
June 30 was about $182,000,000,000. 

Corporations are the principal bor- 
rowers in the field of private debt. Their 
borrowing, at a total of $104,000,000,- 
000, has been in a sharply rising trend. 
It has amounted to about $20,000,000,- 
000 since the end of the war. At a time 
when profits are the greatest in history, 


$266.5. 
BILLION | 


wr 


en SN PRIVATE 
$408.1 


BILLION 


PUBLIC 


(Public debt includes federal, State and local; Private debt includes business, mortgage and personal) 


Source: Commerce Dept., 1939 & 1945. Unofficial estimate for 1948 
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corporations are being forced to borrow 
heavily from banks. 

Short-term debt of corporations, 
largely bank loans, has risen $10,000,- 
000,000 in 18 months, to a total of $57, 
000,000,000. Back of this very large rise 
is the difficulty corporations face in 
floating security issues, particularly of 
capital stock. To finance the expansion 
and modernization needed to meet pub- 
lic demands for goods and services, in- 
dustry has been forced both to plow back 
a very large part of earnings and to bor- 
row heavily. 

Danger could lie in this situation, if 
the boom should be replaced with a 
bust, leaving corporations with heavy 
short-term debt to banks that might have 
to be repaid promptly. Shrinking demand 
and falling prices, in that event, would 
squeeze profit margins at the very time 
obligations were falling due. This type of 
situation, in the past, has sometimes led 
to a disastrous contraction of money sup- 
ply and helped to turn a mild recession 
into a severe business slump. 

Long-term debt of corporations has 
expanded by $6,000,000,000 since the 
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end of 1946 and now stands at $47,000,- 
000,000. That increase, like the increase 
in short-term borrowing, is partly due 
to the difficulties of floating new issues 
of capital stock. Corporate financing 
through bonds or long-term loans, rather 
than through stocks, introduces a danger 
element, in that such loans are fixed 
obligations, which must be met regard- 
less of profit margins. 

However, that type of debt involves 
much less danger than the short-term 
borrowing. In the case of long-term debt, 
only the interest need be paid and in- 
terest charges on such debt now are 
relatively low. Besides, the total volume 
of long-term corporate debt is no greater 
now than it was in 1933 and is only 
$2.400,000,000 more than it was in 
1939. Thus, in a sudden deflation, cor- 
porations probably would find their long- 
term debt much less of a problem than 
their short-term loans. 

Individuals and unincorporated busi- 
nesses, While not borrowing as much as 
the corporations, have been piling up 
debts even more rapidly. They have 
borrowed $22,000,000,000 since the war, 
and now owe a total of $78,000,000,000. 

Mortgage debt, standing at $49,000,- 
000,000, presents the biggest danger. 
This is especially true of nonfarm mort- 
gages, which have gone up $16,000,- 
000,000 since the war, and more than 
$10,000,000,000 in the 18 months ended 
last June 30. 

Much of the new mortgage debt has 
financed the construction of homes and 
has been made possible by federal guar- 
antees that have transferred a large part 
of the risk from private lenders to the 
Federal Government. The mortgages are 
based on average real estate prices far 
above those prevailing before the war. 

Any sharp downturn in business and 
employment could cause thousands of 
new homeowners to default on their pay- 
ments. A situation of that kind probably 
would force the Federal Government to 
take over many of the mortgages, as it 
did in 1933. 

Debts of farmers, however, appear 
relatively safe. Farm mortgage debt, now 
amounting to $5,000,000,000, has gone 
down slightly since the war. At the 
same time, farmers are going into debt 
to buy tractors, farm machinery and 
automobiles and to finance home im- 
provements, The total of their non- 
mortgage borrowing has risen to $5,000,- 
000,000, compared with only $2,700,- 
000,000 when the war ended. 

This farm borrowing is not considered 
an element of serious risk. As a result of 
the good prices farmers have been re- 
ceiving for several years, most of them 
now are in a strong cash position. They 
are using their high incomes to pay off 
old mortgages at a rate that more than 
offsets the new mortgages they are tak- 
ing on. 

For this reason, farmers’ debts are 
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Stability comes of many years... 
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... for all these years Pennsylvania 
has been a great farm market! 


Talk about an old, established business! Pennsylvania was a 
great farm state when most others weren’t even known. 

But it isn’t age alone that gives Pennsylvania a STABILITY 
rarely found in other “upper third” farm states. Look at the 
number of markets! Pennsylvania has 995 marketing centers, 
almost triple the U. S. average! So Pennsylvania farmers spend 
less to sell their products—save more to buy yours. 

Notice we say productS—plural. These farmers aren't tied 
to the ups and downs of any one product . . . they have a money 
crop all year ’round! 

With so many crops, of course, they must keep widely informed. 


They do—7 out of 10 read PENNSYLVANIA FARMER. 


Golden Crescent Stability 
“your best profit hedge in the farm market” 
— 


PENNA.? / 
ee No farm area of equal size and wealth 
can match the stability of The Golden Cres- 


cent, It has greater age... more market centers .. . a larger 
variety of products. Served by MICHIGAN FARMER, 
THE OHIO FARMER, and PENNSYLVANIA 
FARMER, The Golden Crescent safeguards your profits 
through the ups and downs of the farm market. For further 
information write U1013 Rockwell Ave., Cleveland 14, Ohio. 










PENNSYLVANIA FARMER THE OHIO FARMER 
Harrisburg Cleveland 
MICHIGAN FARMER 
East Lansing 















Let’s suppose that 
railroads had only 
man power — no 
equipment whatever—and that their 
employees had to transport America’s 
freight on their backs. 

If each railroad employee could 
carry on his back 75 pounds of freight 
15 miles a day, to move a ton of 
freight one mile would cost, at pres- 
ent wage rates, $18.45. This means 
that your individual freight bill on the 
things you consume would amount to 
$84,473.69 per year. 

But actually, of course, the rail- 
roads provide each worker with 
$20,265 worth of such “tools” as cars 
and engines and the tracks on which 
they run. These tools so greatly mul- 
tiply the transportation output of 
each worker that the average charge 
to the public for moving a ton of 
freight one mile is only 13¢. 

So it’s easy to see how important it 
is to everyone in America that the 
railroads have the best equipment 
available. 

Right now, railroads are adding 
new locomotives... freight Cars... 
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Suppose America depended on 
this kind of “common carrier’ 


passenger trains... signals... rail... 
all sorts of improvements just as fast 
as they can get them. 

To keep on improving America’s 
rail transportation system, the rail- 
roads must be allowed to earn enough 
to supply their workers with even 
more and better “tools.” Only in this 
way can they continue to provide the 
low-cost, efficient transportation so 
essential to the very life and pros- 
perity of our nation. 

* 
LISTEN TO THE RAILROAD HOUR pre- 
senting the world’s great musical com- 
edies. Every Monday evening over the 
ABC network, 8-8:45 Eastern, Moun- 
tain, and Pacific Time; 7-7:45 Central 
Time. 


7fosocnnow OF 


MERICAV 
AUROADS 


WASHINGTON 6. D.C, 














Special Report 


not likely to be a source of trouble any 
time soon. 

Consumer debts, totaling $14,(00,- 
000,000, have more than doubled since 
the war and now are at a record high. To 
slow down further expansion of this type 
of debt the Government recently adopted 
new rules for installment selling. 

Other short-term debts contracted by 
individuals and unincorporated business 
firms have been decreasing. These now 
amount to only $10,000,000,000, com- 
pared with nearly $14,000,000,000 at 
the end of the war. Even so, a sudden 
deflation could make repayment difficult 
in Many Cases. 

Altogether, private debt during the 
present boom has expanded to. the high- 
est figure in history—$20,000,000,000 
above the peak of ithe 1929 boom. 

Public debt, in contrast, has been 
shrinking for the last three years, after 
undergoing a tremendous expansion dur- 








-Standard Oil Co. (N. J.) 


THE FARMER‘S NEW MACHINES 
A strong cash position... 


ing the war. The chart shows what has 
been happening. At the end of 1945, net 
public debt, with all duplications elimi- 
nated, stood at $266,500,000,000. By 
June 30 cf this year, the total had gone 
down to $233.020,000,000. 

The net feccr:1 debt has been reduced 
by about $35,005.000,000 since the war 
ended. About $21,000,000,000 of this cut 
was accomplished by use of cash from 
the general fund. Retirement of another 
$14,000,000,000 was made possible by 
excess of receipts over expenditures. 

State and local debt, at the same time, 
has risen more than $2,000,000,000 since 
the war. This is a reversal of a consistent 
downward trend over the preceding six 
years. 

Altogether, taking both public and pri- 
vate debt into consideration, the net in- 
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crease since the war has been only 
$7,000,000,000, or less than 2 per cent. 

Elements of safety are present in 
the debt picture. The total debt of $415,- 
(00,000,000 is smaller in relation to 
national income than has been the case 
in peacetime for many years. With inter- 
est rates still low, despite recent rises, 
cost of carrying that debt is even smaller 
in proportion to income. 

Another point is that Government debt 
now is more than half of the total debt 
and, in the form of Government bonds, 
makes up a large part of the nation’s 
money supply. This debt will not be 
wiped out in a depression, no matter 
what happens to private debt. Hence, the 
nation’s money supply cannot shrink as 
drastically as it did in 1921 and 1929, 
when it was based largely on private 
debt and credit. 

If another depression does set in, the 
Government can be expected to intervene 
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THE COMPANY‘S NEW BUILDING 
...@ paradoxical position 





with some kind of recovery program. In 
that case, the public debt probably will 
yo up, and tend to offset any decrease in 
the money supply due to the wiping out 
of private debt and credit. 

Elements of danger lie mainly in 
the: scale of short-term borrowing by 
corporations and in the expansion of 
mortgage debt based on real estate values 
that may not last. Besides, even though 
steps are taken to keep the nation’s 
money supply from shrinking, a severe 
depression could develop, if people 
should suddenly stop spending. 

The essential fact is that big pro- 
duction, big national income and big debt 
all go together. Right now, the nation is 
doing business up to its full capacity, and 
that capacity involves the biggest dollar 
figures in its history. 
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\ \ Ye can’t blame these thugs for 
trying to master Cyclone with 
magic. A Cyclone Fence is a tough 
obstacle for any criminal to cope with. 
And plenty of plant executives know 
that; in fact, Cyclone is the world’s most 
widely-used property protection fence. 
A Cyclone Chain Link Fence protects 
property for long, trouble-free periods. 
This is why: it is strongly constructed 
of special steel fabric — galvanized after 
weaving for complete weather resist- 
ance. It embodies special features of 
design and construction. Installation is 
made by factory-trained men who really 
know their business. And these experts 


US'S CYCLONE FENCE 


Cyclone Fence, Waukegan, III1., Dept. E108 








are never satisfied until they’re certain 
the Cyclone Fence will stay taut and 
true. 

Send for our free, illustrated book— 
“Your Fence.” It’s factual, highly- 
informative and interesting to read. 
Then, if you want help in planning your 
fence—in making cost estimates—ask for 
assistance (there’s no obligation) from 
our sales engineers. Remember: No job 
is too large—no job ts too small for 
Cyclone. 

CYCLONE FENCE DIVISION 
(AMERICAN STEEL & WIRE COMPANY) 
WAUKEGAN, ILLINOIS BRANCHES IN PRINCIPAL CITIES 
UNITED STATES STEEL EXPORT COMPANY, NEW YORK 








We'll send you our free, 32-page book on fence. It’s full 
of facts, specifications, illustrations. Shows 14 types of 
fence. Before you choose any fence for your property, 
get the facts about Cyclone. 


SUP THS coupgy 
SEND IT To. 
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Interested in fencing: [J] Industrial; [J School; [] Playground; [) Resi- 
dence. Approximately .......seccecccccccccecececccececsecees feet. 
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SHIFT IN COMMUNIST STRATEGY 


Concentration of Effort on Key Industries 


Once more, there is a shift in 
the Communist Party “‘line.” 
More emphasis now is placed on 
boring into basic industries. Steel, 
autos, electrical equipment, rails, 
mines and shipping are picked 
for organizing drives. 

It’s to be known as the ‘‘con- 
centration policy.’’ Aim is to be in 
position to stir up turmoil at 
plants where arms are made in 
event of war with Russia. 


The Communist Party “line,” so far 
as it affects workers and industries, is 
taking another turn. From now on, 
party efforts are to be concentrated 
in industries that contribute most to 
rearming the U. S. If the policy is suc- 
cessful, Communists will have a foot- 
hold in key places where strikes and 
sabotage of production would be most 
effective in case of war with Russia. 

The new “‘line’”’ is outlined in the 
magazine “Political Affairs” by leaders of 
the Communist Party. It is known as the 
“concentration policy.” Organizing efforts 
henceforth are to be centered in basic 
industries such as steel, autos, electrical 





COMMUNISTS: EUGENE DENNIS 
The new line for labor... 
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manufacturing, railroads, mining and 
shipping. 

Concentration is to extend even fur- 
ther. Four States are singled out for 
organizing effort. These are Illinois, Ohio, 
Michigan and western Pennsylvania, all 
centers of strategic industries. The policy 
calls for shifting “main emphasis” to 
these States. Within industries them- 
selves, a policy of concentration is to be 
followed in key industrial towns, plants 
and departments. These, however, are 
not named in the statement of policy. 

Emphasis is to be placed on recruiting 
members from the unskilled and semi- 





—Harris & Ewing 
WILLIAM FOSTER 
. .. might mean strikes, turmoil... 


skilled groups, that is, the lower-paid 
workers. Also, there is talk of extending 
organizing efforts to such other indus- 
tries as textiles in the South and New 
England, and to rubber in Ohio. 

It all means a shift toward a tougher 
policy, more emphasis on the “class 
struggle” and a shift away from orthodox 
methods of traditional trade unionism. 
Fellow travelers who shape policies of 
some of the CIO unions are accused of 
going soft. The party believes they should 
work harder for wage increases, call 
strikes more frequently and put out 
more picket lines when strikes are called. 
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JOHN WILLIAMSON 
... if the party gets a foothold 


Weakness of the party in this 
country may prevent it from interfering 
seriously with the arms program, but 
employers and workers in basic indus- 
tries can expect more trouble as a result 
of the new policy. Political strikes of the 
kind sponsored by Communists during 
the days of the Hitler-Stalin pact of 
1939-41 are not likely, however. Too 
many workers, unsympathetic to com- 
munism, now guard against these tactics. 

Top Communists such as Chairman 
William Z. Foster, Secretary Eugene Den- 
nis and John Williamson are supporting 
the policy. Their goal, in Communist 
language, is “to prevent the victory ot 
fascism and the unleashing of World Wai 
III, and to prepare the working class for 
its historic mission of socialistic libera- 
tion.” In more practical language, this 
might mean strikes and turmoil if the 
party should get the foothold it is after. 

Tactics to be used in this drive to 
concentrate the party’s strength include: 

White-collar workers, professional 
men and women, veterans and students 
are urged to take jobs in basic industries. 

Nationality groups are to be used, 
if possible. One objective is “to seek to 
influence key national groups, whose 
members are employed in concentration 
points, to direct their main emphasis to 
these industries.” 

More plant “cells” are to be set up 
in key factories. These “cells” carry out 


WS. NEWS & WORLD REPORT 











“Co 





1, Dishonesty of employes 


PROTECT 


your business 
against these 
Five Major 

Hazards with 


4. Loss of securities 


3. Loss outside premises 


5. Loss by forgery and alteration 
i 


This Man can tell you how 


policies and bonds . . . some per- 


E will tell you how Comprehen- 

sive Dishonesty, Disappear- 
ance and Destruction Insurance 
can give your business maximum 
protection against loss from com- 
monly-occurring employe dishon- 
esty, disappearance or destruction 
of money and securities . . . witha 
minimum of premium outlay. The 
*3D” policy does away with several 


haps overlapping or so widely 
separated as to leave dangerous 
loopholes. 

Ask this man—your local USF&G 
Agent—about this convenient pack- 
age of insurance protection. He 
knows your insurance problems. 
Consult him today. There is no 


obligation. 


as you would your Doctor or Lawyer”’ 


United States Fidelity & Guaranty Co., Baltimore 3, Md. 


Fidelity & Guaranty Insurance Corp., Baltimore 3, Md. 


Fidelity Insurance Co. of Canada, Toronto 


“The National Guard Defends America... Join Now” 
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UAW‘S REUTHER 


UEW'S FITZGERALD 
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. .. Will they find the talk tougher than the action? 


the orders of the higher-ups and recruit 
members. They are to do more agitating 
inside the plant. They are told to call 
meetings of workers at the factory gates 
on any issue that happens to be popular 
with the workers. 

More pressure is to be exerted upon 
right-wing union leaders for wage rises, 
more strike action. The leaders of left- 
wing unions are told to co-operate on a 
united wage policy with other leftist 
unions, Some of these leftists are accused 
of “opportunist evasion” or “the develop- 
ment of certain softening and bureau- 
cratic tendencies, leading to emphasis on 
pure-and-simple trade unionism.” 

Inside the unions, the new “line” 
probably means more internal strife. 

The CIO, already torn by right-wing 
raids against leftist unions, seems to be 
heading into more trouble. Followers of 
the Communist “line” are being told to 
talk back to CIO President Philip Murray 
at the CIO’s convention in November. 
Leftists are being instructed to form 
their own faction in the CIO. This fac- 
tion could be used as a nucleus of a 
separate labor movement if these unions 
are tossed out or pull out of CIO. 

United Auto Workers, CIO, headed 
by Walter Reuther, may be in for more 
wildcat strikes staged by leftists. Com- 
munists will try for a comeback here, but 
Mr. Reuther is expected to keep control. 

United Electrical Workers is the big- 
gest left-wing union in CIO. The Com- 
munists will have a better opportunity 
here to try out the new “line.” In the 
past, they have been accused of influenc- 
ing the union’s president, Albert J. Fitz- 
gerald. The Atomic Energy Commission 
has just barred this union from a Com- 
mission laboratory operated by the Gen- 
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eral Electric Co., and Communist influ- 
ence was given as a reason. Other em- 
ployers have declined to renew contracts 
with UE because officers failed to sign 
non-Communist affidavits. Despite such 
setbacks, this union probably will try to 
adopt a tougher bargaining attitude. 

Other leftist unions in CIO also may 
cause trouble for employers. These in- 
clude unions like the Mine, Mill and 
Smelter Workers, Farm Equipment 
Workers, Fur Workers and United Pub- 
lic Workers. The latter union has been 
ruled out as bargaining agent at an 
atomic-energy laboratory by the Atomic 
Energy Commission for alleged Commu- 
nist leanings of some of its officers. An- 
other left-wing CIO union, the Long- 
shoremen, has been striking against West 
Coast shipping lines for several weeks. 

Former left-wingers who have ousted 
Communists from control of their unions 
also are in for trouble. For example, the 
Communist leaders are ordering the 
faithful to turn the heat on Joe Curran, 
president of National Maritime Union. 

Even the AFL is listed as a battle- 
ground for the new drive, although Com- 
munist officers admit they have no ap- 
preciable strength inside the Federation. 
Targets listed are the building trades, 
teamsters, maritime, longshoremen, hotel- 
restaurant and garment trades. Railroad 
brotherhoods and independent unions, 
such as the coal miners and Machinists, 
also are to be targets. These “invasions” 
are likely to fail. 

Practical results of the new “line” 
probably will not give party leaders much 
to boast about in reports to Moscow. The 
party’s officers are awaiting trial on in- 
dictments charging conspiracy to over- 
throw the Government. Many unions have 


ousted Communists from leadership posts, 
The new “line” thus may bring more 

tough talk than tough action, but it can 

cause considerable trouble in spots, 


SLOWDOWN IN DRIVE 
TO ORGANIZE SOUTH 


The big drive of unions to organize 
the South is slowing up, or even halting 
in some places. The AFL reports that it 
has withdrawn most of its organizers, 
The CIO says it still is trying, but admits 
that the going is tough. 

The Taft-Hartley Act is blamed by 
labor leaders for failure of the campaigns 
to meet their goals. These leaders con- 
tend they were making progress in the 
organizing work until adoption of the 
Act last year. 

The score on organizing, as claimed 
by the two union groups, shows how far 
short of their goals the drives have fallen. 
The AFL originally proposed to bring in 
a million new members in the South; 
CIO talked in similar figures. AFL now 
claims about a half-million increase, CIO 
claims a net gain of more than 400,000 
members. 

The AFL now claims about 1,750,000 
members in the South. CIO reports that 
it has more than 800,000. Neither organ- 
ization has reported exactly how much 
the organizing drives have cost, but the 
two-year total is estimated to run more 
than $1,000,000. 

The drives are continuing. Depleted 
organizing staffs’ are headed by Van A. 
Bittner for CIO and George L. Googe for 
AFL. These men predict slow but steady 
gains against heavy odds. 

In blaming the Taft-Hartley Act for 
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sganizing troubles in the South, union 
iaders cite the following: 

Employer resistance, the union lead- 
assay, has increased tremendously since 
he law went into complete operation in 
\ugust, 1947. Employers decided in 
many cases that the new Act gave them 
madvantage, where before they thought 
he Wagner Act gave all the advantages 
i) the unions. 

Worker resistance to unions also in- 
eased in the South. Employes believed 
Congress had taken away some of the 
yotection formerly offered by the Wag- 
yer Act if they joined a union. 

Strike activity became more danger- 
us for unions. The new law specifies 
that workers on strike cannot vote in a 
labor Board election if they have been 
replaced by new employes in the plant. 
formerly, both the strikers and replace- 
ments could vote. Now only the replace- 
ments vote, which means that a union 
an lose its legal right to a contract in a 
shop if the employer is able to enroll 
enough substitutes. 

Surplus labor is more readily avail- 
ble in the South than in the North, 
inion leaders say. It is easier for an em- 
dloyer to hire an entirely new force and 
heeze out the strikers. Once a rival union 
jas won bargaining rights by a Labor 
Board election among the replacements, 
the strikers find that the new law makes 
their walkout illegal. It can be enjoined. 
Injunctions against strikes have ham- 
pred union efforts in recent months. 
Most of the injunctions have come from 
State courts, but many of them cite the 
Taft-Hartley Act as a basis for action. 
The court actions are aimed at mainly 
stopping or limiting picketing activities. 
The Taft-Hartley provisions for injunc- 
tions in certain types of strikes have been 
wed occasionally in the South. 
Free-speech clause of the Act, giving 
employers more freedom in_ talking 
against unionism, also has added to their 
ttoubles, the organizers report. Employ- 
as now often call in their employes to 
attack unions before bargaining elec- 
tions are held, or as soon as organizers 
ative in a town. Letters are mailed to 
workers’ homes outlining the employer’s 
views on unionism. Labor officials con- 
tend that employers sometimes imply 
threats of reprisals for joining a union, 
although the law restrains employers 
fom uttering threats or promises in this 
connection. 
labor Board delays in acting upon 
inion complaints against employers are 
cited as another difficulty. The National 
labor Relations Board, unionists say, has 
been so busy holding the “union shop” 
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wthorization elections required by the 
Act that it has been slow in processing 
ther cases. Organizers charge that some 
employers take chances on firing workers 
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... they predict slow but steady gains against heavy odds 


for joining a union because they expect 
it will take months for the NLRB to act. 
Even if the employer is forced to give 
back pay to the discharged employe, the 
union may have been blocked. 
Bargaining elections, it is contended, 
also are delayed by NLRB. Union of- 
ficials say that many employers refuse to 
bargain until an election has been held 
and a majority of the employes has ap- 
proved of the union. The delay often 
means that union members become dis- 
couraged and drop out before election. 


RANGE IN SALARIES 
OF OFFICE WORKERS 


A comparison of salaries paid office 
workers in 23 occupations in 11 large 
cities is now available. This study, by the 
Federal Bureau of Labor Statistics, is the 
first nation-wide survey of its kind. Find- 
ings of interest to employers and white- 
collar workers include the following: 

For women, hand bookkeeping jobs 
pay best in nine of the cities surveyed. 
The average weekly salary for these jobs 
ranges from $55.11 in New York to 
$43.98 in Buffalo. Five cities, in all, pay 
more than $50 weekly. 

Stenographers’ salaries range from 
$48.13 in San Francisco to $37.31 in 
Boston, on the average. Six cities average 
over $40 weekly. 

Office girls usually get the lowest pay 
or second lowest among the 23 jobs 
studied. The averages range from $38.61 
in San Francisco to $27.51 in Dallas. 
Four cities have averages under $30. 

Switchboard operators receive sal- 
aries ranging from $45.51 in Oakland to 
$34.94 in Atlanta, on the average. 


Transcribing-machine operators’ av- 
erage pay varies from $45.82 in San 
Francisco to $34.65 in Boston. 

Billers using billing machines get 
$45.75 in San Francisco, with other cities 
ranging down to $33.74 in Buffalo. Billers 
operating bookkeeping machines receive 
pay from $49.62 in San Francisco, to 
$34.46 in Buffalo. 

Pay-roll clerks, to cite another ex- 
ample, range from an average $50.31 in 
San Francisco to $37.73 in Boston. 

For men, salaries of hand bookkeep- 
ers range from $66.78 in San Francisco 
to $52.96 in Dallas. Four cities show av- 
erages below $60. 

Office boys, at the other end of the 
scale, vary from $39.78 in Oakland to 
$28.09 in Dallas. 

Billing-machine positions filled by 
men range in pay from $53.59 in San 
Francisco to $35.87 in Dallas. 

Men pay-roll clerks range in pay 
from $58.44 in Seattle to $44.83 in At- 
lanta. Men in general-clerking positions 
get pay varying from $55.74 in San Fran- 
cisco to $42 in Milwaukee. 

In general, salaries tend to be higher 
in manufacturing, public utilities and 
lower in retail trade, finance, insurance, 
real estate. 

Highest salaries for both men and 
women are found in San Francisco. For 
women, alone, the order is: San Fran- 
cisco, Oakland, Chicago, Seattle, New 
York, Dallas, Denver, Atlanta, Milwau- 
kee, Buffalo, Boston. For men, the order 
is: San Francisco, Oakland, Seattle, Buf- 
falo, New York, Chicago, Denver, Bos- 
ton, Milwaukee, Dallas and Atlanta. 

Detailed reports for each of these cities 
are available at the Bureau of Labor 
Statistics, Washington, D. C. 
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HARDER-TO-GET BANK LOANS 


Bank loans are becoming 
harder and harder to get. Busi- 
nessmen, people who buy on 
credit begin to feel the pinch. 

Interest rates, at the same time, 
are on the rise. 

Result is that, while loans are 
rising, borrowers must prepare 
to pay more, take shorter terms, 
give more proof of ability to re- 
pay. Small businesses may be af- 
fected most. 


Businessmen and others are finding 
it harder and more expensive to bor- 
row money from banks. This is true 
even though, on a national basis, the 
dollar volume of bank loans is rising 
rapidly. 

What does not show up in the bare 
figures on bank credit is that the demand 
for loans is rising faster than loans them- 
selves. Risky loans, more and more, are 
being turned down. Bankers are demand- 
ing more proof of ability to repay. They 
are cutting down on the length of loan 
maturities, and often are frowning on 
requests for renewals of outstanding 
loans. Interest rates, nearly everywhere, 
are on the rise. 


Reported from DETROIT 


The total volume of bank loans prob- 
ably will keep rising, at least during the 
remainder of 1948. A seasonal increase 
at this period is normal. Also, there still 
is plenty of money to be had from banks, 
especially the bigger banks, by well- 
established businesses or by individuals 
with Government guarantees. Even for 
these borrowers, however, credit is not 
the automatic proposition it was a year 
ago. For everybody, credit terms definite- 
ly are stiffening. 

This credit picture is disclosed by a 
U.S. News & World Report survey of 
representative bankers from all parts of 
the country attending the recent. con- 
vention of the American Bankers Associa- 
tion at Detroit. 

Behind the shift in bank-credit pol- 
icies are these factors: 

Uncertainty about the business out- 
look is beginning to catch on among 
bankers. Some freely predict a setback 
before mid-1949. One Maine banker as- 
serts that he looks for a sharp downturn 
in business by the beginning of the year. 
Others, more optimistic, hold that the 
boom is good for at least all of 1949, but 
some of these admit that the feeling of 
uncertainty among businessmen and 


bankers is growing. They point out that 
this feeling itself could hasten a setback. 

Nearly all bankers, including the more 
optimistic ones, are hesitating on long- 
term loans. Not long ago, banks were 





A.B. A.‘S PETERSON, WOOLLEN, DODGE 
... credit is not the automatic proposition it was a year ago 
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going in for five-year and even 10-year 
loans to business. Few now are willing 
to lend money to business for longer than 
one year, and most loans are for shorte; 
terms than that. This indicates that 
bankers feel enough uncertainty about th 
future so that they want to keep fairl 
liquid. Also, they want to keep them. 
selves in position to cash in on any fu- 
ther increase in interest levels. 

Bankers are keeping a close watch on 
trouble spots in the economy. They are 
particularly concerned about slipping 
farm prices, dwindling profit margins in 
some lines, and growing signs of consum- 
er resistance to current prices. 

A squeeze on cash available for lend- 
ing is being felt by many banks, especialh 


the smaller ones. 


Some are being pinched by the increase 
in reserve requirements recently ordered 
by the Federal Reserve Board. Reserves 
are the amounts of money that banks 
must put up as a protection to depositors. 
The higher the reserve requirement, the 
less money a bank has on hand to make 
loans. 

To reduce banks’ lending capacity, 
FRB raised reserve requirements for its 
7,000 member banks by 2 percentage 
points on demand deposits and 1% per- 
centage points on time deposits. This 
meant that these banks had to raise about 
$1,900,000,000 in cash for extra reserves. 

Some banks already had _ excess 






~J. D, Snyder 
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amounts in their reserve accounts, and 
were not hard hit by this order. Others 
were able to get cash by selling some of 
their Government securities. But still 
others, not so well fixed on cash or federal 
gcurities, had to scratch to find the 
money. A few banks report that, to raise 
money, they discounted some of their 
private loan paper at bigger banks. 

In cases where banks got the money 
by selling Government securities or 
private loan paper, they took a loss in 
earning assets. To offset this loss, many 
plan to raise interest rates on future 
loans. Customers then may be less eager 
to borrow. If so, the credit-tightening 
program of Chairman Thomas B. Mc- 
Cabe and other members of the Federal 
Reserve Board will be getting results. 

Some of the smaller bankers, having 
had to put up additional reserves at a 
time when their outstanding loans were 
at record levels, now consider themselves 
just about “loaned up.” This means that, 
as a matter of policy, they believe the 
time has come when they must call a 
halt. 

Regulation W, governing installment 
credit, has been revived by the Federal 
Reserve Board. This regulation controls 
down payments and maturities of loans 
for time buying of a list of durable goods. 
Bankers agree with FRB officials that the 
effect will be to retard the flow of install- 
ment credit. 

Higher rates of interest on loans are 
showing up all over the country. This 1s 
largely the result of deliberate policy on 
the part of the Government. The U. S. 
Treasury has raised the rates paid to 
holders of short-term Government securi- 
ties. As federal rates rise, private rates 
also tend to rise. 

Also, the Federal Reserve System, 
which supports prices of Government 
securities by buying in the open market, 
has permitted long-term bonds to drop to 
about par. When bond prices drop, yields 
to second buyers rise, and the whole level 
of interest rates is affected. 

Now there is talk of letting bond prices 
fall below par. This would tend to push 
interest rates still higher. Also, it might 
have the effect of persuading bankers, 
insurance companies and other owners of 
Government bonds to hold them to matur- 
ity instead of selling them to raise money 
for new loans or investments. Most 
bankers oppose any further reduction in 
the support level, fearing a wave of scare 
selling, but they admit a drop would serve 
to tighten up the money market. 

Few expect the Federal Reserve Sys- 
tem to permit bonds to fall below par 
any time soon. However, bankers predict 
there will be a continued gradual rise in 
interest levels on private debt. 

Voluntary restraint on bank credit is 

ing urged by the American Bankers 
Association. Members of the association 
say the A.B.A. campaign has been effec- 
tive in persuading bankers to screen 
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Steady-going worker 


Day-after-day reliability earns respect for a good tool 
as it does for a good employee. We see it happen repeatedly 
when a Yellow Strand Braided Safety Sling enters a shop. 

In the example above, this adaptable aid has reduced by half 
the time formerly required to unload heavy granite slabs. A sling 
designed for your product should be equally helpful in 
stabilizing the flow of work and lowering handling costs. 


% To long-lasting Yellow Strand Wire Rope, patented 
braiding adds new flexibility and kink-resistance . . . ease 
of attachment. . . security for men and loads. And for hoisting 
ropes with the same steady-going qualities, install 
responsive ‘Flex-Set’’ Preformed Yellow Strand. The 
trade-mark simplifies identification: It’s high-visibility 

Yellow Strand for high output. 


Broderick & Bascom Rope Co., St. Louis 


Branches: New York, Chicago, Houston, Portland, Seattle. Factories: St. Louis, Seattle, Peoria 


YELLOW 
STRAND 


PREFORMED WIRE ROPE « BRAIDED SAFETY SLINGS 
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THE TASTIEST 
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» 
Prices 
Quantity—1 to 24 Cakes 
2 Lbs. 3 Lbs. 5 Ibs. 
$3.35 $4.75 $7.50 
Quantity—25 to 99 Cakes 
2 Lbs. 3 Lbs. 5 Ibs. 
$3.25 $4.60 $7.25 
Quantity—-100 Cakes and Up 
2 Lbs. 3 Lbs. 5 Ibs. 
$3.05 $4.30 $6.75 
*Prepaid, Insured 
Delivery 

















Send us your mailing list to- 
day. We'll handle all the details. 











GIFT OF 








2 
The Original White 


FRUIT CAKE 


For nearly a half century, DE LUXE White FRUIT CAKES 
have been welcomed gifts the world over! For, DE LUXE 
FRUIT CAKES are truly different. Baked to an old 
Southern recipe, DE LUXE FRUIT CAKES combine all the 
natural goodness and flavor of the world's choicest 
ingredients into a single, tasty gift of unsurpassed flavor. 
That's why... year after year... thousands who want 


a truly distinctive gift choose original DE LUXE FRUIT 
CAKES. 

This year, make your gifts outstanding ...a reflection 
of your good taste. Give DE LUXE White Fruit Cakes! 
Order today. 


Git Whapfped! 


DE LUXE FRUIT CAKES are 
packed to go around the 
world. They're packed in 
beautifully lithographed tins, 
and shipped in strong, cor- 
rugated boxes that assure 
arrival in perfect condition. 
























Aavertising in 


and international trends. 





U. S. News & World Report is 


news ... the management staffs, the production staffs, 
the men of science, engineering, sales, distribution, 
finance, transportation—these men are cover-to-cover 
readers because they must keep informed on national 


U. 8S. NEWS & WORLD REPORT 


H. L. Behike, Director of Advertising 
30 Rockefeller Plaza, New York 
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Glinance Week 


loan applications more closely. The drive 
was started by Joseph M. Dodge, of 
Detroit, president of A.B.A. until the 
recent convention. The new A.B.A. ad. 
ministration—Evans Woollen, Jr., of 
Indianapolis, as president, and F. Ray. 
mond Peterson, of Paterson, N. J., as 
vice president—is pledged to carry on the 
program, 

The net effect of these trends, in 
terms of the outlook for credit, is this. 

Bank loans, over all, are likely to 
keep rising. Many banks still have plenty 
of cash or readily cashable assets, and 
are looking for new outlets. But banks. 
as a rule, can be expected to choose these 
outlets more and more carefully. 

Big business, as long as the boom 
continues, is not likely to have much 
trouble filling its credit needs. But the 
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—Robinson in Indianapolis News 
‘MEET THE NEW CREDIT MANAGER’ 
What worries bankers... 


terms of that credit, in rates and maturi- 
ties, probably will keep stiffening. 

Little business, if at all shaky, is to 
have more trouble. Tightening credit 
policies may hit hard here. 

Farmers, where backed by Gover- 
ment guarantees, probably will get the 
credit they need. Without such guaran- 
tees, they may run into a tight credit sit- 
uation. 

Mortgage borrowers, in some cases, 
are feeling the effect of tighter credit. 
Here, Government guarantees do not 
necessarily make credit automatic. For 
example, many bankers are turning down 
GI loans at 4 per cent. There is growing 
pressure on the Veterans’ Administration 
to raise the rate to 42. 

Consumers may find it a little harder 
to borrow money. Bankers are incline 
now to ask more questions about the 
borrower's income and prospects. Regv- 
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—_— 


Jation ' 
loans t 
likely 1 
Mun 
rowers 
tighter 
banker 
bonds t 
ago at’ 
down, 
they ct 
weeks - 
they ha 
anothe1 
at 24 pp 
Whe 
possibil 
Govern 
still ha 
quirem 





102 


2 perc 
this aut 
of loan 
fear th: 
will be 
power 
Man\ 
other le 
panies, 
quirem< 
suggest 
of regu 
How 
legality 
questio. 
are the 
be wate 
probab! 
surance 
reasons 
that tig 
ness, 


OCTOB 





























— 


drive § lation W, too, will be a factor. However, 
e, of f loans to consumers, in total volume, are 
| the f likely to keep rising moderately. 

. ad: Municipalities and other public bor- 
, off rowers have been feeling the effects of 
Ray- | tighter credit for months. A Nebraska 
[., a9 | banker tells of a small issue of village 
n the § bonds that he offered to take four months 
ago at 1% per cent. His offer was turned 
ls, in{ down, because village officials thought 
this; J they could do better elsewhere. A few 
ly tof weeks later they came back to him, said 
lenty § they had failed to find a buyer, and asked 
and { another offer. That time he got the bonds 
anks, § at 2% per cent. 

these What worries bankers now is the 
possibility of a further squeeze by the 
boom § Government. The Federal Reserve Board 
nuch § still has authority to raise reserve re- 
t the {| quirements for member banks by another 








“Grandfather Mountain” 
North Carolina 


























Stable as 








| Mile-high and steadfast as the pole star . . . dominating one 
| 9 ~ = ° = . 
= of the earth’s oldest ranges . . . North Carolina’s Grandfather 
| Mountain is the symbol of stability in a sound and conserva- 
. tive State government. 
“ 
This stability attracts to North Carolina far-sighted indus- 
- So 
trialists loathe to take chances with an erratic tax policy based 
re, ? . ; er 
. on day-to-day expediency. In North Carolina, tax provisions 
; y ex} , I 
aad ‘ have not changed appreciably since 1933, and there is every 
sete —Harris & Ewing ae : 
ER’ FRB‘S McCABE assurance of equal stability ahead. State debts are covered by 
...@ further squeeze by Uncle Sam? generous reserves. A centralized, executive-type state budget 
; stands guard against extravagance and inefficiency. Consolida- 
tu § 2 percentage points. Bankers believe | 


Oe EE ER le | tion at the state level cuts local taxes to a low minimum. 
c : | 


isto of loans continues to rise. Also, some 


edit fear that, if inflation continues, Congress North Carolina’s tax structure is designed for sound growth 
a - wale tiv: my mt ° ” * on e . e 

_— will be asked to give FRB still more over a long period. Write us for specific information about 

e power to regulate bank loans. ‘ : ; 

the Many bankers are resentful because the long-range advantages that make this the ideal location 

+ other lenders, especially insurance com- | for your industry. Write Division MI-27, Department of Con- 

sit panies, are not subject to reserve re- 


servation and Development, Raleigh, North Carolina. 


| 

quirement. Among bankers, it is being | 

aseS, # suggested that Congress place some kind | 
edit. of regulation over insurance companies. | 
not However, it is admitted that the | 


F "Ff legality of such a measure would be - 
ms questionable. Bankers know that they 

= are the lenders that the Government will 

m10n 


be watching. If new controls come, they 
Suaty will fell ao toda, wok on ioe CONDITIONED BY NATURE FOR INDUSTRIAL PROFIT 


surance companies, That is one of the 
reasons why A.B.A. is telling bankers 
that tighter credit policies are good busi- 
ness, MOUNTAIN 
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TOMORROW: Tremen- 


dous power plus long-range 
capacity. . . how will tomor- 
row’s ships get both? Perhaps mai 
the solution will parallel the 
Navy’s new P4M Martin Mer- 
cator patrol plane, powered 
by two reciprocating engines Inc 
for long-range cruising and 
two jet engines when added 
power is necessary. The future 
is being made at Martin’s! yea 


Out 
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| ee It’s The Finest Way To Travel— 
CS ii A The 2-0-2 Airliner hay 
Mg ANOTHER GREAT MARTIN PLANE! 


: I ‘ODAY, on Northwest Airlines, the Martin 2-0-2 is great news 
. . . truly America’s top twin-engine airliner! 100 m.p.h. 


mal 


faster than the planes it replaces, it gains time, time, time for 
businessman and pleasure-seeker, alike. Its roomy cabin features 
cloud-soft seats, modern heating and ventilating, everything to put 
you in the lap of luxury. Its dependability is built on such improve- 
ments as heated ice-free wings and tail surfaces, rubber fuel tanks. 
And the great, new Martin 2-0-2 brings high-speed luxury service hie 
to all cities, large and small . . . through its ability to land in 
the shortest distance of any postwar airliner! 

Revolutionary . . . yes! But no more revolutionary than the Martin $1 
MB bomber was in 1918... the Martin BM-1 dive-bomber in 
1929 . . . the China Clipper in 1934. . . the Martin Mars in 1942! 
For, since Glenn Martin built and flew his first tiny airplane in 
1909, the name ‘“‘Martin’’ has always been synonymous with 
imagination, forward-thinking, progress . . . in man’s never-ending 
quest of the skies! The Glenn L. Martin Company, Baltimore 3, Md. 





1940 # is 
MANUFACTURERS OF: Marvinol resins (Martin 

Chemicals Division) * Martin 2-0-2 airliners ¢ 

Advanced military aircraft ¢ Revolutionary rockets 

and missiles * Aerial gun turrets e DEVELOPERS OF: 


Al RC & A FT Rotary wing aircraft (Martin Rotawings Division) * to 
Mareng fuel tanks (licensed to U. S. Rubber Co.) * 


. Honeycomb construction material (licensed to U. S. Tr 
\ Aircraft Since 1909 Plywood Corp.) * Stratovision aerial rebroadcas ing 
(in conjunction with Westinghouse Electric Corp.) 


LEADERS IN RESEARCH to guard the peace and build better living 


, in many far-reaching fields. 
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1937 Builders of Dependable 
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Trend of American Business 



























































24th and N Streets, N.W. 
Washington, D. C. 


Business is on the uptrend again. Output, trade, employment for the re- 
mainder of the year are likely to top last year's marks for the same period. 
Consumer incomes are increasing as wage increases show up in pay checks. 
Increase in wages and salaries is expected to amount to $10,000,000,000 a year. 
Farmers are expected to get as much as the $30,500,000,000 they got last 
year from crop marketings. Increased harvests are making up for lower prices. 
Business expansion iS continuing at the rapid pace set late last year. 
Outlays for plant and equipment this year will be a record $18,600,000,000. 
Construction contracts are off a bit, but there is no sign of collapse. 
Government spending is rising to a rate of around $43,000,000,000 a year. 
No important indicators now give any sign of trouble ahead. This leads 
Government analysts to predict another boom year for 1949. That prediction is 
positive in the Bureau of Agricultural Economics. It's not disputed by the 
Council of Economic Advisers, experts in Labor and Commerce departments. 














Producers, meanwhile, are feeling the effects of rising consumer demand. 
Soft-goods factories increased sales in August and again in September. 
Textile and apparel industries, which experienced a summer slump, appear to 
have recovered. They led the August rise in factory sales of soft goods. 
Hard-goods plants never have had serious sales trouble since the war. All 
manufacturers of durable goods are reporting an increased volume of orders. 
Railroads expect freight carloadings for the remainder of this year to be 
1.5 per cent larger than carloadings for the closing three months of 1947. 
These are all basic signs of continued high industrial activity. : 











Workers to fill demand for production are expected to be harder to get. 

Labor-supply squeeze is reported by officials to be on the way. 

Labor shortage is expected next year because of draft and arms expansion. 

A defense program of $14,000,000,000, Labor Department figures, will open 
more jobs than there are people to fill them. A program of $20,000,000,000 is 
seen aS applying a real pinch on the supply of both labor and materials. 

Outlook now is for an approach to a $20,000,000,000 arms program. The 
$15,000,000,000 ceiling set by President Truman is expected to be exceeded. 











Here's how Government statisticians size up the labor situation: 

Armed forces are to require 500,000 additional men in the year ahead. 
Aircraft industry will need 100,000 more workers to meet requirements. 
Civilians employed in the Military Establishment will expand by 200,000. 
Munitions industry will need at least 200,000 more workers. 

That adds up to requirements for 1,000,000 more soldiers and workers. It 
is a minimum. Some Government planners put man-power needs at a higher figure. 
Labor supply is expected to increase by 1,000,000 in the same period. 

This suggests a balance between increased demand and increased supply. But 
to effect that balance would mean careful and accurate distribution of workers. 
That is considered unlikely. So industry may have to scramble for help. 

















The labor force is expected to be required to supply most of the men called 
by the draft. Reason for this is that few students in high school or college 
are expected to be drafted. So the draft will hit young men at work. 









(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Employers are given these suggestions to meet the labor pinch ahead: 

Increase efficiency. Get more production per man at work. 

Lengthen the work week. It will help rearmament even if overtime is paid. 

Employ handicapped people. They can add to the total supply of workers. 

Get veterans coming out of college. About 300,000 veterans will leave 
school between now and June and they will be draft exempt. 

Offer jobs to women. Many married women probably can be induced to work. 
A number of women war workers have left the labor market. 

















Labor outlook, as officially estimated, assumes that civilian industry's 
demand for workers will continue at the current high level. 

A recession would avoid a pinch, but no recession now is expected. 

Labor needs for civilian activities may even expand. The experts figure 
that local communities, for instance, may increase construction projects. 

It's not considered at all unlikely that next year's demand for additional 
workers may reach 1,400,000, instead of the 1,000,000 now seen as a minimum. In 
that event, employers would be presented with some difficult problems. 











Credit restraints applied to Federal Reserve member banks are getting com- 
plaints. Bankers feel they are being squeezed for no good reason. 

Basis of complaints is that the higher reserves now required of member 
banks hit too small a portion of the lending fraternity to have much effect. 

Lending figures presented by bankers show these increases for the year ended 
June 30: member banks, $5,000,000,000; nonmember banks, $3,000,000,000; insur- 
ance companies, $6,000,000,000; other lending groups, $6,500,000,000. 

Argument, based on these figures, is that if the Government really wants to 
curb credit expansion, controls should apply to those lenders who are most re- 
sponsible for expanded loans. It's also suggested that the Government should 
Stop or curtail the lending activities of its various credit agencies. 

This is a problem that is certain to go before Congress next year. 























Price pegs for Government bonds also are drawing more criticism. 

Federal Reserve Board now supports Government-bond prices at par. And to 
maintain par prices, the Federal Reserve has been buying bonds rather heavily. 

Effect of bond buying is to add to the reserves of member banks. What it 
does is to provide more money to banks, which banks are told not to loan. 

Federal Reserve is being accused of trying to curb bank lending with one 
hand while it broadens the base for bank lending with the other hand. Basic 
trouble really is the crossS=-purposes in Government fiscal policy. Government 
wants to curb inflation by holding down loans, but it also wants to keep interest 
rates low so the national debt can be carried more cheaply. 

Federal Government actually is trying to ride two horses on credit policy. 








Antitrust drive may be bringing another policy decision to a head. Justice 
Department may have political motives in stepping up antitrust activity at this 
time, but it will leave a hang-over of cases for a new Administration. 

Bigness, as such, apparently is being challenged in recent actions. 

Smaller units are requested by the Government for the meat-packing and the 
aluminum industries. Justice proposes to break up the major producers. 

Du Pont industrial empire also is being extensively investigated. 

These cases are very unlikely to be tried by a Democratic Administration. 
But they will leave a suspicion that the Government frowns on any business that 
can dominate its industry. That will present Republicans with a problen. 











Price policies of industry also are to get attention from Republicans. 

Businessmen are confused by decisions of the Supreme Court and Federal 
Trade Commission orders that have seemed to outlaw basing points and other de- 
vices for quoting delivered prices. They want Congress to clear up the confusion. 
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“Our Extra Living Expenses 
fo) 


are provided for... it sure paid © 


to take Employers Mutual’s advice” 


A sudden fire all but ruined the Taylors’ cot- 
tage, and they were forced to seek sanctuary 
ina hotel until repairs could be made. Mrs. 
Taylor, a practical soul, was worried until 
—but let Mr. Taylor tell it: 

“Before we moved into our cottage, I dis- 
cussed fire insurance with Bob Allen, the 
Employers Mutuals man. He sure covered 
every possible angle . . . pointed out that a 
fre might drive us out of the house, at least 
temporarily . . . urged me to include the 
Extra Living Expenses insurance clause fea- 
tured by Employers Mutual for just such 
emergencies. Cost only a trifle more .. . and 
am I glad he explained it to me! That’s what 
I call Service—he certainly made our fire 
policy understandable!” 


| 
EMPLOVERS MUTUALS of WAUSAU 


EMPLOYERS MUTUAL LIABILITY INSURANCE COMPANY OF WISCONSIN 
EMPLOYERS MUTUAL FIRE INSURANCE COMPANY 


Home Office: Wausau, Wisconsin ¢ 


Employers Mutuals write: Workmen's Compensation—Public Liability— Automobile—Group 
Health and Accident— Burglary— Plate Glass— Fidelity Bonds—and other casualty insurance. 
Fire—Extended Coverage—Inland Marine—and allied lines. 





L nee dreamed 
re policy covered. 
this, too [ 


Offices in Principal Cities « 


=. i 


Employers Mutuals representatives are?” 
company-trained to give intelligent study 


to the specific needs and problems of each , 


policyholder .. . and recommend a program 
of adequate protection for personal, residen- 
tial, commercial or industrial property. 

This careful, understanding “tailoring” of 
policies to fit individual requirements and 
provide for unforeseen contingencies offers a 
new conception of insurance service—the 
kind of service which characterizes Employ- 
ers Mutuals of Wausau. These mature, 
seasoned companies have outstanding rep- 
utations for handling and explaining insur- 
ance matters—fire, casualty, liability—the 
way policyholders feel that they should be 
understood and handled! 
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Consult your telephone directory 


All policies are nonassessable 
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ABOUT RIGHTS AND BENEFITS OF NEW GI’S 


New draftees are to be given far less 
in the way of Government benefits, after 
discharge, than wartime veterans re- 
ceived. But men entering the armed 
services at this time do get some rights 
and benefits. These are guaranteed by 
the Selective Service Act, itself, and by 
other laws. 

Many draftees will be entitled to rein- 
statement in their old jobs, after they 
are discharged. Also, Government insur- 
ance is available to them. Some will be 
able to get free hospital and medical care 
in later years. Those with honorable serv- 
ice can claim special credits in seeking 
Government jobs. And men disabled in 
service often will receive pensions. 

Actual induction of young men under 
the new draft law is about to get under 
way. It thus is important for them and 
their families, to know just what benefits 
will be open to them under present law. 


Will draftees get educational bene- 
fits? 

No. Assistance to veterans attending 
school is provided by the GI Bill of 
Rights, which covers only those who en- 
tered the armed forces before July 25, 
1947. Draftees thus will receive no free 
education from the Government after 
discharge. 


What about on-job training? 

This, too, is part of the GI Bill. Those 
now entering the services will get no 
assistance from the Government while 
taking on-the-job training. Nor will they 
receive unemployment compensation. 


Can draftees get home and business 
loans? 

Not under the Government-backed 
financing provided for war veterans. No 
provisions are made for the Government 
to guarantee home and business loans 
for those entering service now. They will 
be on the same basis as nonveterans in 
obtaining Government support in financ- 
ing loans for homes. 


What insurance is available? 

New draftees have the same opportunity 
to obtain Government insurance that was 
available for servicemen during the war. 
In fact, this insurance program was 
liberalized somewhat in 1945. Draftees 
can take out national service life insur- 
ance ranging in value from $1,000 to 
$10,000. This can be in the temporary 
form of term insurance, or it can be in 
one of six types of policies. 


How much are premiums? 
Premiums vary according to a service- 
man’s age and the type of policy, but the 
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rates are generally lower than for similar 
policies issued by private companies. For 
example, a 25-year-old man with an 
ordinary-life policy would pay $1.37 a 
month for each $1,000 of insurance. The 
cost would be less for temporary insur- 
ance that could be converted later into a 
regular policy. 


Can discharged men get free medical 
attention? 

Sometimes. The rule is that war veterans 
with service-connected disabilities have 
first priority on medical care at hospitals 
and medical centers of the Veterans’ 
Administration. If additional beds are 
available at these hospitals, they can be 
assigned to other ex-servicemen. This 
usually means that men not having 
service disabilities have to wait for hos- 
pital beds. But some now going into 
service will be able to get medical care 
after discharge when hospital space is 
available. This medical service is free 
for ex-servicemen who say they cannot 
afford to pay for it. 


Do the same benefits apply for those 
who enlist? 

Yes. Those who volunteer for service are 

on the same basis as those inducted un- 

der the draft law. And both are entitled 

to the same benefits both during their 

service and after discharge. 


Do draftees get mustering-out pay? 
No. Special mustering-out pay was pro- 
vided for wartime servicemen when dis- 
charged, under a wartime law that has 
since expired. Draftees that are now 
discharged receive no special sever- 
ance pay, except such things as travel 
allowances. 


Are any pensions provided? 

Only for those disabled by injury or 
disease while in service. They sometimes 
can draw pensions ranging up to $60 a 
month, according to the extent of their 
disabilities. These pensions are paid 
under a peacetime law. Scale of pay- 
ments is lower than provided for most 
veterans disabled during the war. 


Must draftees be re-employed? 

Men who leave regular jobs to enter 
service usually must be reinstated if they 
apply within 90 days after discharge and 
if they have certificates showing satis- 
factory military service. This applies both 
for draftees and for volunteers, as well 
as for reservists called up for active duty. 
Furthermore, a_ reinstated serviceman 
under the draft Act cannot usually be 
discharged without cause for one year 
after his return. 


The law provides certain exceptions unde 
which an employer does not have to take 
back a former employe. A temporary 
employe has no re-employment rights 
Another exception is where an employer 
can show that changed circumstances 
make it impossible or unreasonable fo 
him to reinstate a returning serviceman, 
But, as in the past, the courts will be 
called on in some cases to decide when 
a man is entitled to re-employment under 
the draft law. 


Does a serviceman acquire seniority 
on his job? 
The new draft law strengthens somewhat 
the claim of a man for accumulation of 
seniority during military service, The 
Act says that he should be given the 
status, upon his return, that he would 
have acquired if he had continued at 
work instead of going into the armed 


- forces, This usually would mean added 


seniority as well as promotion to a job 
that a man would have gotten if he had 
not left. 


Must ex-servicemen be given prefer- 

ence in employment? 
No, except for certain preferences that 
they get in applying for Government jobs. 
In private industry, they have no priority 
on job applications. But draftees and vol- 
unteers with satisfactory military service 
get the same advantage on Government 
Civil Service examinations that was given 
to war veterans. That is, they are entitled 
to five extra points on these examina- 
tions, and 10 points if they have dis 
abilities resulting from their military 
service. 


Do draftees get tax advantages? 

Special tax benefits for wartime service- 
men are still in effect, but under present 
law they end next January 1. Until that 
date, the first $1,500 of the service pay 
of officers and all service pay of enlisted 
men is excluded from federal taxation. 
A bill was considered by Congress earlier 
this year to extend this special exemption, 
but no action was taken. Unless the new 
Congress revives it, servicemen will have 
no special tax advantage next year. 


Draftees and other servicemen are thus 
seen to acquire some benefits as the result 
of their service, although these are much 
less extensive than benefits available to 
war veterans. On the other hand, the 
monthly pay of servicemen now is higher 
than during the war. For example, the 
base pay of a private is $75 a month, 
compared with $50 during the war. And 
compensation for men of other grades 
likewise has been raised. 


U. S. NEWS & WORLD REPORT 











Bus 


a 
“- hHhoQqoa Ors = 


oO 
o> 





3 under 
to take 
porary 
rights, 
ployer 
stances 
le for 
eman, 
vill be 

when 
under 


niority 


ewhat 
ion of 

The 
nthe 
would 
ied at 
armed 
added 
a job 
e had 


refer. 


s that 
t jobs. 
riority 
d vol- 
ervice 
iment 
given 
titled 
mina- 
» dis- 
litary 


? 
‘vice- 
esent 
that 
» pay 
listed 
ition. 
arlier 
)tion, 
new 
have 








INDICATORS OF BUSINESS 


Business activity, despite signs of a 


lag in retail sales, is still recovering 
from its July low point, accom- 
panied by an uninterrupted growth 
of bank credit. 


Factory output rose to 199 on the in- 


dicator below in the week ended 
Sept. 25, up from 198.5 the pre- 
vious week and a low of 191 for July. 


Department-store sales, on the other 


hand, dipped to 301 on the indi- 
cator below, from 327 the week be- 
fore. New controls over installment 
credit, effective September 20, prob- 
ably cut sales somewhat. Septem- 
ber sales, based on the rate to Sept. 
25, were below the July peak of 316 
on the Federal Reserve index. 


Retail-store sales in August fell about 


1 per cent below the record level of 
June and July. Soft-goods sales were 
5 per cent below April. 


Bank loans to business rose to $15,- 


200,000,000 at reporting member 
banks for the week ended Sept. 22 
—a gain of $350,000,000 in a month. 


New authority granted by Congress 


to increase legal reserve require- 
ments of Federal Reserve member 
banks is not stopping the growth of 
loans. Reserve requirements were in- 
creased $1,900,000,000 on Sept. 16 
and 24. The F. R. Banks themselves 
provided the necessary reserve 
funds by purchasing $2,100,000,- 
000 of Government securities in the 
two weeks ended Sept. 29. 


Official policy of supporting Govern- 


ment-bond prices by purchases at 
par is keeping the source of cheap 


(1935-39 = 100) 


Reg. U.S. Pat. Off. 
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money open despite higher interest 
rates on short-term loans and higher 
reserve requirements. 


Shifts in ownership of Government 


securities show what is happening. 


Federal Reserve Banks, as shown in 


the top chart, increased holdings of 
Government bonds and notes to 
$11,100,000,000 on Sept. 29, from 
$1,200,000,000 a year ago. They had 
reduced their short-term issues—bills 
and certificates due in a year or less 
—to $12,100,000,000, from $21,- 
200,000,000 a year earlier. 


Investors made the following shifts 


in holdings of Government securi- 








* ADJUSTED FOR SEASONAL VARIATION 























Coml. banks 
Mutual savings — 04 —0O.1 +0.1 
Insurance cos. — 2.4 —0.1 +0.2 
Individuals, 






ACTIVITY 


ties from June, 1947, to June, 1948, 
in billions: 

Bills & 
Bonds Notes ctfs. 
$— 66 $—03 $-+1.6 











corps., ete. — 30 +2.1 +1.0 
Total —124 416 42.9 
Fed. Reserve +55 +16 -—7.6 








Change in out- 


standing debt — 69 +3.2 —47 


Bond sales to F. R. Banks have pro- 


vided reserve funds to commercial 
banks, enabled insurance firms to ex- 
pand loans, and provided dollars to 
corporations and other sellers. 


Bills and certificates, made more at- 


tractive by the Treasury policy of 
paying a higher interest rate on new 
issues, have been bought by all 
classes of investors. 


Fear of a possible change in Govern- 


ment policy of supporting long- 
term bonds at par has caused some 
holders to sell bonds. Support prices 
could be lowered by a new Adminis- 
tration if inflation called for a tighter 
money policy. Present supports, 
however, would grow more secure 
if a federal deficit appeared likely as” 
a result of war or depression. Treas- 
urys need to sell new securities 
would require market support. 


Money policy does not threaten to 


upset general business activity at 
present. It is, however, a possible 
threat to the boom, to be reckoned 
with as circumstances change. 
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F CARDMASTER Cc co., ase Ravenswood 
Dept.3710-A, CHICAGO 40, ILL. FREE! i 
Send FREE Illustrated Book* and | 
complete, unique advertising plans and money making 
ideas for my business. 

%* Shows HOW thousands of business men in every lineare 
boosting sales in spite of conditions with lc messages 
printed and illustrated in few minutes on gov’nt post 
cards—with amazing, new, pop CARDMASTER. 
ee ‘today’s’? ideas, read by your prospects next 

rning. Not a toy, but a pe alle b rst ertising machine 
built to last years, Sold direct at low price. Guaran- 
teed five years. SEND NAME TODAY. All FREE! 


NAME 





ADDRESS 





STATEMENT OF THE OWNERSHIP, MANAGEMENT AND 
CIRCULATION REQUIRED BY THE 
OF CONGRESS OF AUGUST 24, 1912, 
AS “AMENDED BY THE ACTS OF MARCH 38, 1933, 
AND JULY 2, 1946 


of U. S. News & World Report, published weekly at Wash- 
1948. 


ington, D, C., for September 24, 






District of Columbia—ss: 

Before me, a Notary Public in and for the District of Co 
lumbia aforesaid, ly appeared Anthony a Gould, who 
having according to law. deposes and says 


that he is the Business Manager of U. S. News e World Report, 
and that the following is to the best of his knowledge and 
belief, a true statement of the ownership, management (and if 
a daily, weekly, sem miweckly or triweekly newspaper, the cir 
culation), etc., of the aforesaid publication for the date shown 
in the more: caption, required by the act of August 24, 









the acts of March 3, 1933, and July 2, 1946 See 
vostal Laws and Regulations). printed on the reverse 
m,. to wit 
1. That the names and addresses of the publisher, editor, 


managing editor, a 
States News epi me Corporation, 24th & N Sts 
Ww ashington D 1, 
Sogo s, L. Noble Robinson, Was hing? 
ton, rs ° ian, Bethesda, Md.; Business Ma 

ager, ating zt. Gould, Bethesda, Md. 


pr, United 
a We, 









2. That the owner is: (If owneu by a corporation, its name 
and address must be stated and also immediately thereunder 
the names and addresses of stockholders pening or holding one 
per cent or more of total amount of stock f not owned D3 
corporation. the names and addresses of the indi: tie " 
must be given, If owned by a partnership or other unincor- 
porated firm, its name ach 


and address, as well as those of 
must be given.) United Sta 
Washington, D. C.; Davic 


individual member, 
Lawre 

; Chase National Bank, New York City (as 

Mrs. Jr., Mrs 


tishing Corporation, 
No, 1, Fairfax, Va 
trustee for Mark 
Etienne Lawren 
(as trustee for 
Scheiner, S. L. 






Buffal 

h R. Lawrence, 
Sche L. Scheiner); Owen L. Scott, 
Washington, D. C.: Scott, Washington, D. C.; 
>. W. and Buena M_ eng ‘Dogue, Va.; Anthony R. Gould, 
Bethesda, Md.; Mildred A. Gould, Bethesda, Md.; Lillian K: 
Ashley, Darien, Conn.; Harold M. Wells, Washington, D. C. 


3. That the known bondholders, mortgagees, and other se- 
curity holders owning or holding 1 per cent or more of total 
amount of bonds, mortgages, or ot “has va 
tional Bank, New York City (as trustee for M 
Mrs. A. Lawrence Hart, Jr., Mrs. Etienne Lawrence Sturhahn). 

4. That the two paragraphs next above giving the names of 
the owners, stockholders, and security holders, if any, contain 
not only the list of stockholders and security holders as they 
appear upon the books of the company but also, in a where 
the stockholder or security holder appears upon th mks o 
the company as trustee or in any other fiduciary elation: the 
name of the son or corporation for whom such trustee is 
acting, is gi alec that the said two paragraphs contain 
statements embra acing affiant’s full knowledge and belief as to 
the circumstances and conditions under which stockholders and 
security holders who do not appear upon the books of the 
company as trustees, hold stock and securities in a capacity 
other than that of a bona fide owner; and this affiant has no 
reason to believe that any other person. association, or corpora- 
tion has any interest direct or indirect in the said stock. 
bonds, or other securities than as so stated by him 





That the average number of copies of each iaeae of this 
public: ation sold or distributed. through the mails or other- 
wise, to paid subscribers ee the twelve months preceding 
the date shown above was 35 

ANTHONY R. GOULD, Business Manager. 
Sworn to and subscribed before me this 20th day of Septem- 
ber, 1948 
[SEAL] ELIZABETH M. BARTHEL, 


My commission expires May 31, 1952. 


Notary Public 





START TO SPEAK A 
FOREIGN LANGUAGE CORRECTLY 
IN ONLY 7 DAYS! 


In your home, or at your Office, you can easily learn 
Spanish, French, German or Italian correctly, inexpen- 
sively—and in an amazingly short time! Now, the new 


LANGUAGE PHONE METHOD 


with electrically transcribed phonograph recordings brings 
you the actual voice of expert language teachers speaking 
in their native tongue, You learn as fast as you wish, re- 
peat lessons as often as you nee your teacher is 
always there to instruct you; your manuals always there to 
help you. Send today for FREE BOOKLET. 
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What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CANNOT make an_ indirect 

threat of reprisal for union activities of 
your employes without the risk of being 
cited by the National Labor Relations 
Board for unfair labor practices. The 
Board finds that one employer interfered 
with the organizational rights of his work- 
ers because in a speech he made a “veiled 
threat of reprisal” if they joined a union. 


* * * 


FZ YOU CAN use separate returns for 

filing 1948 income tax returns for 
affiliated corporations even though con- 
solidated returns were made for 1947. 
The Bureau of Internal Revenue issues a 
tax ruling to clarify this situation for 
affiliated corporations. 


* * *% 


Eq YOU CANNOT, in an _ excess- 

profits case for a corporation that 
merged with its wholly owned subsid- 
iary, expect the parent company ‘to be 
allowed to use an excess-profits credit 
carry-over that was available to the sub- 
sidiary. The U. S. Tax Court rules that 
a parent corporation in such circum- 
stances is not entitled to the subsidiary’s 
credit carry-over. 


x 


YOU CAN, as an independent oil 

refiner, perhaps obtain crude oil 
from the Department of the Interior, The 
Department announces that it is planning 
to sell its first royalty oil under a new 
policy of providing oil for independent re- 
finers who have difficulty getting supplies. 


* *% * 


YOU CANNOT expect rents to be 

decontrolled in an area on recom- 
mendation of the local rent advisory 
board unless the recommendation is ap- 
proved by a majority of the board mem- 
bers present at a meeting. In one case 
where not all members at a meeting 
voted, the Emergency Court of Appeals 
decides that no valid recommendation 
for decontrol was made. The court did 
not rule on whether a majority of a board, 
including absent members, is required 
for a valid recommendation. 


* * * 


YOU CAN, as an employer, some- 

times be required to reinstate a dis- 
charged worker even though you offer 
to prove that he was found guilty, by a 


court, of illegal threats and acts of vio. 
lence at your plant during a strike. NLRB 
orders one employer to take back five such 
employes when it decided that the work. 
ers were discharged for union activities, 


* * * 


YOU CAN soon obtain a new fom 

for use in filing an estate tax return, 
The Bureau of Internal Revenue pre. 
pares, for early distribution, Fom 
706MD. This consists of two supplemen- 
tal schedules for use with estate ta 
return Form 706, to put into effect 
amendments made in estate tax laws by 
the Revenue Act of 1948. 


* * * 
YOU CANNOT, as a retailer, fail to 
apply the new consumer credit 


controls to all installment credit ex. 


tended after September 20, even though 


other arrangements for sales were made 
before that date. This clarification is 
issued by the Federal Reserve Board. It 
explains, however, that if all details of a 
credit transaction were arranged before 
September 20 and actual delivery was the 
only act occurring after that date, the new 
regulations do not apply. 


* * * 


YOU CAN now deal with the Justice 

Department in matters relating to 
blocked foreign assets. Jurisdiction 
over these assets is transferred from the 
Treasury to the Alien Property Office of 
the Justice Department. 


* * * 


YOU CANNOT, as an employer, pre- 

vent State unemployment-commis- 
sion officials from checking on your fed- 
eral unemployment-insurance payment 
records, The Bureau of Internal Revenue 
announces that from now on these fed- 
eral tax records usually will be open for 
inspection by State agencies. 


* * * 


YOU CANNOT expect to postpone 

or avoid payment of income tax on a 
pension check received from a former 
employer by not cashing the check. In 
one case where a taxpayer refused to cash 
such a pension check, the U. S. Tax 
Court rules that receipt of the check re- 
sulted in taxable income. The principle 
of income “constructively received” 
applied in the case. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & WorLD 
REPoRT, on written request, will refer interested readers to sources of this basic material 
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Tricky ways of devaluing are being tried, despite the Fund, in Europe and 
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ne\\ Latin America. None of them seems highly successful. All of them result in new 


controls, new paper work, new hindrances for world trade. 
the Fund finds the going heavy in a world shaken by inflation, 


Britain will not devalue the pound now because she is exporting all that 








Truth is, 
. dollar shortages, material shortages and war scares. 
60 
tion 
the 
> Of Rearming means Slower recovery. Less butter, 


Government factories will switch from civilian to military goods. 
More raw materials will go into munitions, fewer into exports. 


>> Horizons are not getting any brighter, either. War scares lead to rearming. 
more guns. As Britain rearms: 








a More men will be kept in uniform, others will be diverted from civilian to 
od. war production. Net loss in civilian men power will run to about 160,000 by the 


- end of the year. And that is just the start of the rearmament program. 
r Private shipbuilding will suffer first. Refitting the Navy will mean using 
or many private shipyards. Ships have been a big source of foreign exchange. 
Steel, copper, lead, zinc will get even scarcer. Private industry will be 


squeezed more for these essentials. 
“i Cost of even a modest program for rearming will eat away most of the pres- 


a 
ent surplus the British Treasury is fighting so hard to maintain. 


er 
In Fewer goods, high wages will put further strain on deflationary measures. 


: This picture of new strains and stresses scares London. Headway against 
Rearming could change all 














her many problems was just being made by Britain. 
: that. The British and their neighbors may need more dollar help to rearm. Un- 
l 

til they find out what the U.S. and Canada will do, they will move cautiously. 


>> War scares don't disrupt the trade tug of war in Central Europe. 
Fringe states in the Russian sphere are looking westward again. The Rus- 
(over) 
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WORLD COMMERCE-INDUSTRY-- (Continued) 


Sian magnet is not strong enough to keep them all faced eastward. 
Czechoslovakia finally manages to get a $6,000,000 loan from the Interna- 
tional Monetary Fund, the first such aid granted in the Soviet area. These dol- 





lars will buy goods already ordered from the West. 

Russia, meantime, offers to deliver more food and cotton in 1949 to the 
Czechs than they are getting this year. 

Yugoslavia is trying to sew up a deal with Britain. The British already 
are selling the YugosSlavs oil. But now Marshal Tito's men want to trade timber, 
grains, bauxite, maybe copper for British machinery. 

Promised Russian deliveries of machinery are not forthcoming and the Yugo- 
Slavs don't expect the Czechs and Hungarians to honor their orders either. 

Britain will go slow with the Yugoslavs. Nobody's sure of Tito. And the 
U.S. doesn't want anything with military potential shipped there yet. 

The Swiss have just made trade deals with Yugoslavia and Czechoslovakia. 

The World Bank, too, is dabbling in Central Europe. A $10,000,000 loan is 
being worked on between timber-exporting countries in Central Europe and timber- 
importing countries in Western Europe. Money would be loaned to Poland, Yugo- 
Slavia, Finland, Czechoslovakia and Austria to buy lumbering equipment. 

Britain, France, Belgium, Luxembourg, the Netherlands and Italy would 
underwrite the loan and buy the timber, presumably with dollars. 

This two-name paper seems to make the proposed loan safe enough for the 
Bank. But the U.S. still has to be convinced that the idea is a good one. 

Dealings with the Russian satellites are touchy business right now. 

What they show, underneath, is that Russia can't or won't supply what's 
needed in the way of machinery for her neighbors. That Seems to imply either 
that she has no excess capacity or Supplies or that she's keeping everything 
within her borders, fearing war and distrusting her allies as well. 

















>> Troubles in Asia are to deepen, as rice getsS scarcer..... 

Burma is the key to the situation. There's more surplus rice in Burma than 
in all the rest of Asia combined. But Burmese exports are falling off sharply. 

Difficulties in Burma are twofold. Political disturbances mean much less 
rice is being planted than normally. Also, breakdown in rail and water trans- 
port within Burma is preventing full-scale export of rice on hand. Dismissal of 
European engineers affects rail traffic particularly. 

Rice exports from Burma this year may fall anywhere from 15 to 20 per cent 
below what was expected. This is serious. At best, importing countries in Asia 
would have received only 40 per cent of their normal imports this year. 

Biggest buyers of Burmese rice are India, Ceylon, Malaya, China, Indonesia. 

Trouble spots abound in these countries. Emptier rice bowls won't help. 

To lessen the strain, European countries are being asked to defer buying 
rice for the rest of the year. But that will not help much. 

Main crop in Burma is harvested between November and January. It's feared 
that this crop will be small and that there will be a lot of hoarding. 

So the rice crisis may get worse before it gets better. Bumper crops in 
Siam and Indo-China would help. But internal conditions in Indo-China are very 
unstable. It looks now as though Western Hemisphere rice will have to go almost 
wholly to Asia. Also, Australia may divert wheat from Britain to India and Ma- 
laya. Communist agitation in Southeast Asia will spurt as rice Supplies dwin- 
dle. Russia, thus, has a brand-new ally in the rice shortage. 
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INTRODUCTION 


In view of the breakdown of the discussions at Moscow between rep- 


resentatives of the Western powers and the Soviet Union, centering 
upon the Berlin crisis, it is appropriate to review the events leading 
to that breakdown and to place on record the documents in the case.* 


SECTION I—SOVIET INTERFERENCE WITH ACCESS TO BERLIN 


The Soviet Government has maintained first that its 
measures restricting communications, transport and com- 
merce between Berlin and Western Germany were necessi- 
tated by “technical difficulties” and then that they were 
“defensive” against conditions created by the currency re- 
form in Western Germany and western Berlin. The follow- 
ing chronological record of events reveals that many of the 
Soviet restrictive measures were imposed months before the 
currency reform and that they have been systematic products 
of a deliberate coercive purpose rather than the results of 
“technical difficulties”: 

On March 30, 1948, ten days after the Soviet delegation 
had walked out of the Allied Control Council meeting, the 
Soviet Deputy Military Governor, General Dratvin, stated in 
a letter to the United States Military Government that sup- 
plementary provisions regarding communications between 
the Soviet and U.S. zones of occupation in Germany would 
go into effect on April 1, 1948. These provisions, which were 
contrary to practice established since the quadripartite occu- 
pation of Berlin, set forth that: 

(1) U.S. personnel traveling through the Soviet 


*By agreement among the three Western governments, joint 
statements made during the course of these discussions in Moscow 
on behalf of all three were presented by the senior representative, 
Ambassador Smith. ; 
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zone by rail and highway must present documentary 

evidence of identity and affiliation with the U.S. Mili- 

tary Administration of Germany; 

(2) Military freight shipments from Berlin to the 
Western zones must be cleared through Soviet check 
points by means of a Soviet permit; freight shipments 
into Berlin would be cleared by accompanying documents; 

(3) All baggage must be inspected at Soviet check 
points, with the exception of personal belongings of 
U.S. personnel carried in a passenger railway car or a 
passenger automobile. 

Similar letters were delivered to the British and French 
Military Government authorities. 

On March 31 the Chief of Staff, U. S. Military Government, 
replied that the new provisions were not acceptable and that 
such unilateral changes of policy could not be recognized. 
In this letter General Gailey states: 

“I am prepared to have each train commandant of pas- 
senger trains furnish you at an established entry point a pas- 
senger list accompanied by copies of the orders of each 
passenger. Likewise each train commandant of freight trains 
will furnish you at the entry point with a manifest of cargo. 

“However I cannot agree to permit your representatives to 
enter these trains for the purpose of examining individual docu- 
mentation or belongings or inspecting cargo. 
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“I shall be glad to discuss with you or your representatives 
the procedure which I have outlined above, although not on 
94 hours notice.” 

In the same letter, General Gailey also stated: 

“The agreement under which we entered Berlin clearly pro- 


yided for our free and unrestricted utilization of the estab- 


lished corridors. This right was a condition precedent to our 
entry into Berlin and our final evacuation of Saxony and 
Thuringia. I do not consider that the provisions you now pro- 
pose are consistent with this agreement.” 

In his reply of April 3, General Dratvin challenged this 
statement and claimed that there was no agreement “con- 
cerning the orderless and uncontrolled traffic of freight and 
personnel through the territory of the Soviet zone of oc- 
cupation.” He termed the new regulations “an internal matter” 
concerning the Soviet occupation authorities and saw no pos- 
sibility of changing the new regulations. 

In his reply of April 4, General Gailey pointed out that 
on June 29, 1945, a clear understanding was reached between 
Marshal Zhukov and U.S. representatives that the U.S. 
forces in Berlin would have free and unrestricted use of the 
established corridors to meet their requirements, subject only 
to normal regulation of movements. He reiterated our will- 
ingness to provide appropriate documents for both passenger 
and freight trains, made up as military trains, but refused to 
agree to entry of representatives of another power into our 
military trains while in transit between Berlin and our zone 
of occupation. 

Meanwhile, on April 1, two U.S. passenger trains were 
stopped at the Soviet zone border and turned back upon 
refusing to accept Soviet inspection. Two British trains 
were turned back under the same condition. 

Beginning April 1, the Soviets refused to permit mail 
cars containing packages to depart from Berlin to the 
west, and demanded the filing of additional forms, the char- 
acter of which was not adequately clarified. On April 3, 
1948, the Soviets closed the Hamburg-Berlin and Bavaria- 
Berlin rail routes requiring all freight to move to Berlin 
via Helmstedt. 

On April 2, the Soviets requested the American authorities 
to close down effective May 1, the U.S. aid station which 
was midway on the only automobile highway available be- 
tween Berlin and Helmstedt. Later they also requested 
removal by April 15 of U.S. Signal Corps personnel sta- 
tied in the Soviet zone at Weimar for the maintenance of 
repeater stations required for our official telephone communi- 
cations with Berlin. The British received a similar request to 
remove their Signal Corps men from Magdeburg. The re- 
quest was protested by our letter of April 9, but the per- 
sonnel were removed on April 14. 

On April 20, the Soviets imposed the requirement for 
individual clearance of barges moving through the Soviet zone 
to and from Berlin. Protest by the British had no effect. 

On April 23, international train service from Berlin was sus- 
pended by a Soviet order prohibiting the two international 
coaches from being attached to the interzonal train between 
Berlin and Osnabrueck. 

On May 20, a new documentation requirement for barge 
traffic entering the Soviet zone was instituted. When British 
authorities thereupon reciprocally introduced similar require- 
ments on barge traffic, a temporary suspension of all barge 
traffic across zonal boundaries resulted. Subsequently this 
traffic was resumed for a time on a reciprocal basis. 

On June 9, the Soviets introduced unilaterally new regula- 
tions for German travel into the Soviet zone, demanding spe- 
cial authorization in contravention of Allied Control Council 
directives, 

On June 9, the Soviet authorities, by orders to German 
Railway officials, tried to interfere with operations in the rail- 
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road yards in the U. S. sector of Berlin. This interference was 
prevented by the appearance of U.S. military guards. 

On June 11, the Soviet authorities stopped all eastbound 
railway traffic at the entrance point (Helmstedt) but resumed 
accepting traffic to Berlin on the next day. 

On June 12, the Soviets announced the closing of the Elbe 
Bridge on the Autobahn between Berlin and the West for 
repairs. A detour and ferry service were arranged. 

On June 16, the Soviet delegation walked out of the Allied 
Kommandatura of Berlin. 

After the announcement on June 18 of the currency re- 
form for all of Western Germany (but not Western sectors 
of Berlin), the Soviets on June 19 suspended all passenger 
train traffic between Western and Eastern zones. All road 
trafic from Western zones into the Soviet zone, including 
traffic on the Autobahn to Berlin was also stopped. Incoming 
rail freight was reduced in volume by change of technical 
procedures and water transport was subject to stricter 
regulations. 

The French commandant, Chairman of the Berlin Kom- 
mandatura, invited on June 19 the other members to a special 
meeting to discuss the effects of the currency reform on 
Berlin, but the Soviet member declined the invitation. 

On June 22, at the request of the three Western powers, a 
quadripartite meeting of financial and economic advisers 
took place in Berlin to discuss the problem of currency for 
Berlin. The Soviet representative insisted that there could 
be no currency for Berlin different from the currency of the 
surrounding Soviet zone. They would not accede to quadri- 
partite control of the currency for Berlin. Immediately after 
the meeting the Soviet authorities issued their orders for 
currency reform in the Soviet zone and all of Berlin. 

In view of the inability to obtain agreement on a currency 
for Berlin under quadripartite control, the Western Allies 
informed the Soviets of their intention to introduce into the 
Western sectors of Berlin the new Deutsche mark of the 
Western zones (over-stamped “B” for Berlin). The public 
announcement was made on June 23. 

On June 23, the Soviets suspended all railroad passenger 
and freight traffic into Berlin, because of alleged “technical 
difficulties” on the Berlin-Helmstedt rail line. They also 
stopped barge traffic on similar grounds. 

Shortly before midnight of June 23, the Soviet authorities 
issued orders to the Berlin central electric switch-control 
station (located in their sector) to disrupt delivery of electric 
power from Soviet-zone and Soviet-sector plants to the West- 
ern sectors. Shortage of coal was given as a reason for this 
measure. 

Soviet traffic restrictions issued on June 19 were followed 
by subsequent prohibitions in the following week. West- 
bound road traffic only was still permitted for a time, subject 
to Soviet control at check points. Mail and parcel-post traffic 
was completely suspended. On June 24, because of these 
unacceptable restrictions, the American and British authorities 
ordered all freight trains from U.S. and British zones to the 
Soviet zone stopped. Traffic from the East continued to be 
accepted. 

On June 24, the Soviets issued orders prohibiting the dis- 
tribution of any supplies from the Soviet zone to the Western 
sectors of Berlin thereby violating a four-power agreement for 
supplying Berlin from a common pool. The Western powers 
thereupon forbade distribution of any supplies from Western 
sources to the Soviet sector of Berlin. 

On June 26, General Robertson in a letter to Marshal 
Sokolovsky protested against interruption of essential freight 
traffic between Berlin and the West. 

On June 29, Marshal Sokolovsky answered General Robert- 
son’s letter. He described the restrictions on interzonal 
passenger traffic as connected with the currency exchange 
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and announced the re-establishment of rail facilities for 
movement of the German population. He declared that the 
restrictions on motor traffic must be retained to prevent 
conveyance to Berlin of currency from the Western zones. 
He announced that the technical defects on ‘the railroad line 
were in process of elimination and his expectation that traffic 
would recommence as soon as possible. He protested against 
British stoppage of freight train movements between the 
Soviet and the British zones. 

General Robertson answered this letter on July 3, stressing 
the positive elements of the letter and reiterating his willing- 
ness to discuss use of one currency in Berlin. He repeated 
his request for resumption of normal transportation facilities 
between Berlin and the West. 

On July 3, Generals Robertson, Noiret and Clay visited 
Marshal Sokolovsky. General Robertson inquired what the 
technical difficulties were which according to Sokolovsky’s 
letter were holding up train traffic. He asked for assurance 


that traffic could be resumed at an early date, and when. He 
further drew attention to the fact that no alternative route; 
had been made available. Marshal Sokolovsky stated that the 
question raised by Robertson was important to the Westen 
Allies and that they wanted it treated alone, whereas ther 
were other questions important to him. He continued that he 
had never said that traffic on the railway was held up fo 
other than technical reasons and that these reasons still ap- 
plied. He declared at length that the Western Allies as , 
result of their London Conference had created economic dis. 
orders in the Soviet zone which made it impossible to provide 
alternate routes. He reiterated that the present stoppage was 
for technical reasons, although he would not guarantee that 
when these technical difficulties had been cleared, other 
might not occur elsewhere. 

It became thus evident that further endeavors by the 
Western military governors to settle the Berlin problem locally 
would serve no useful purpose. 


SECTION II—THE MOSCOW DISCUSSIONS 


EXCHANGE OF NOTES ON BERLIN CRISIS 

Accordingly the Governments of the United States, the 
United Kingdom and France decided to make formal repre- 
sentations to the Government of the U.S.S.R. The three 
Western powers on July 6 delivered similar notes to Soviet 
representatives in Washington, London and Paris. 

The American Note of July 6. In the American note, the 
Soviet Government was informed that the United States 
regarded the blockade measures as “a clear violation of 
existing agreements concerning the administration of Berlin 
by the four occupying powers.” The United States cate- 
gorically asserted that it was in occupation of its sector of 
Berlin with free access thereto “as a matter of established 
right deriving from the defeat and surrender of Germany 
and confirmed by formal agreements among the principal 
Allies.” The United States also emphatically declared that 
it would “not be induced by threats, pressures or other actions 
to abandon these rights.” 

This consideration, together with responsibility for the 
physical well-being of the population of its sector of Berlin, 
including hundreds of thousands of women and children, 
obliged the United States to insist that “in accordance with 
existing agreements the arrangements for the movement of 
freight and passenger traffic between the Western zones and 
Berlin be fully restored.” 

The United States emphasized again its willingness to 
settle by negotiation, or by any of the other peaceful methods 
provided for in Article 33 of the Charter of the United Na- 
tions, any disagreement which might exist between the 
U.S.S.R. and the United States over the administration of 
Berlin, but it stressed that such negotiation could not be 
entered into as a result of duress. Specifically, the United 
States offered, once blockade measures were lifted, to par- 
ticipate in negotiations in Berlin among the four allied occupy- 
ing authorities. The full text of the American note follows: 

“The United States Government wis'ies to call to the at- 
tention of the Soviet Government the extremely serious in- 
ternational. situation which has been brought about by the 
actions of the Soviet Government in imposing restrictive meas- 
ures on transport which amount now to a blockade against the 
sectors in Berlin occupied by the United States, United King- 
dom and France. The United States Government regards these 
measures of blockade as a clear violation of existing agree- 
ments concerning the administration of Berlin by the four 
occupying powers. 

“The rights of the United States as a joint occupying power 
in Berlin derive from the total defeat and unconditional sur- 
render of Germany. The international agreements undertaken 
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in connection therewith by the Governments of the United 
States, United Kingdom, France and the Soviet Union defined 
the zones in Germany and the sectors in Berlin which are oc- 
cupied by these powers. They established the quadripartite 
control of Berlin on a basis of friendly co-operation which the 
Government of the United States earnestly desires to con- 
tinue to pursue. 

“These agreements implied the right of free access to 
Berlin. This right has long been confirmed by usage. It was 
directly specified in a message sent by President Truman to 
Premier Stalin on June 14, 1945, which agreed to the with- 
drawal of United States forces to the zonal boundaries, pro- 
vided satisfactory arrangements could be entered into between 
the military commanders, which would give access by tail, 
road and air to United States forces in Berlin. Premier 
Stalin replied on June 16 suggesting a change in date but 
no other alteration in the plan proposed by the President. 
Premier Stalin then gave assurances that all necessary meas- 
ures would be taken in accordance with the plan. Corre- 
spondence in a similar sense took place between Premier 
Stalin and Mr. Churchill. In accordance with this under- 
standing, the United States, whose armies had _ penetrated 
deep into Saxony and Thuringia, parts of the Soviet zone, 
withdrew its forces to its own area of occupation in Germany 
and took up its position in its own sector in Berlin. There- 
upon the agreements in regard to the occupation of Germany 
and Berlin went into effect. The United States would not 
have so withdrawn its troops from a large area now occupied 
by the Soviet Union had there been any doubt whatsoever 
about the observance of its agreed right of free access to its 
sector of Berlin. The right of the United States to its posi- 
tion in Berlin thus stems from precisely the same source as 
the right of the Soviet Union. It is impossible to assert the 
latter and deny the former. 

“It clearly results from these undertakings that Berlin is 
not a part of the Soviet zone, but is an international zone of 
occupation. Commitments entered into in good faith by the 
zone commanders, and subsequently confirmed by the Allied 
Control Authority, as well as practices sanctioned by usage, 
guarantee the United States together with other powers. 
free access to Berlin for the purpose of fulfilling its responsi- 
bilities as an occupying power. The facts are plain. Their 
meaning is clear. Any other interpretation would offend all 
the rules of comity and reason. 

“In order that there should be no misunderstanding what- 
soever on this point, the United States Government categoti- 
cally asserts that it is in occupation of its sector in Berlin 
with free access thereto as a matter of established right de 
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riving from the defeat and surrender of Germany and con- 
frmed by formal agreements among the principal Allies. It 
further declares that it will not be induced by threats, pres- 
sures or Other actions to abandon these rights. It is hoped 
that the Soviet Government entertains no doubts whatsoever 
on this point. 

“This Government now shares with the Government of 
France and the United Kingdom the responsibility initially 
undertaken at Soviet request on July 7, 1945, for the physical 
well-being of 2,400,000 persons in the Western sectors of 
Berlin. Restrictions recently imposed by the Soviet authori- 
ties in Berlin have operated to prevent this Government and 
the Governments of the United Kingdom and of France from 
fulfilling that responsibility in an adequate manner. 

“The responsibility which this Government bears for the 
physical well-being and the safety of the German population 
in its sector of Berlin is outstandingly humanitarian in char- 
acter. This population includes hundreds of thousands of 
women and children, whose health and safety are dependent 
on the continued use of adequate facilities for moving food, 
medical supplies and other items indispensable to the main- 
tenance of human life in the Western sectors of Berlin. The 
most elemental of these human rights which both our Gov- 
emments are solemnly pledged to protect are thus placed in 
jeopardy by these restrictions. It is intolerable that any one of 
the occupying authorities should attempt to impose a blockade 
upon the people of Berlin. 

“The United States Government is therefore obliged to in- 
sist that in accordance with existing agreements the arrange- 
ments for the movement of freight and passenger traffic be- 
tween the Western zones and Berlin be fully restored. There 
can be no question of delay in the restoration of these essential 
services since the needs of the civilian population in the Berlin 
area are imperative. 

“Holding these urgent views regarding its rights and obli- 
gations in the United States sector of Berlin, yet eager always 
to resolve controversies in the spirit of fair consideration for 
the viewpoints of all concerned, the Government of the United 
States declares that duress should not be invoked as a method 
of attempting to dispose of any disagreements which may 
exist between the Soviet Government and the Government of 
the United States in respect of any aspect of the Berlin situ- 
ation. 

“Such disagreements if any should be settled by negotiation 
or by any of the other peaceful methods provided for in 
Article 33 of the Charter in keeping with our mutual pledges 
as copartners in the United Nations. For these reasons the 
Government of the United States is ready as a first step to par- 
ticipate in negotiations in Berlin among the four allied occupy- 
ing authorities for the settlement of any question in dispute 
arising out of the administration of the city of Berlin. It is, 
however, a prerequisite that the lines of communication and 
the movement of persons and goods between the United King- 
dom, the United States and the French sectors in Berlin and 
the Western zones shall have been fully restored. 

“Accept, Excellency, the renewed assurances of my highest 
consideration.” . 

The Soviet Note of July 14. The Soviet reply to the Ameri- 
can note, dated July 14, 1948, contained no reference to the 
previous explanation of the blockade measures as due to 
“technical difficulties.” Rather, it was now openly admitted 
that the blockade was in effect retaliation against actions of 
the Western powers in their own occupation zones of Ger- 
many. For the first time, and despite all agreements to the 
contrary, the Soviet Government put forward the claim that 
Berlin “is a part of” the Soviet zone. The Soviet note ended 
with the contention that Berlin problems were inseparably 
linked with questions involving the whole of Germany and 
that negotiations would be effective only if they encom- 
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passed the entire German situation. Moreover, the Soviet 
Government refused to permit restoration of the lines of 
communication between the Western zones and Berlin, which 
restoration had been declared by the United States Govern- 
ment to be a prerequisite for any negotiations. Translated 
text of the reply follows: 

“1. The Soviet Government has familiarized itself with 
the note of the Government of the United States of America 
of July 6, 1948, in which the situation which has been cre- 
ated at the present time in Berlin is described as a result of 
measures taken by the Soviet side. The Soviet Government 
cannot agree with this statement of the Government of the 
United States and considers that the situation which has 
been created in Berlin has arisen as a result of violation by 
the Governments of the United States of America, Great 
Britain, and France of agreed decisions taken by the four 
powers in regard to Germany and Berlin which (violation) 
has found its expression in the carrying out of a separate 
currency reform, in the introduction of a special currency for 
the Western sectors of Berlin and in the policy of the dis- 
memberment of Germany. The Soviet Government has more 
than once warned the Governments of the United States of 
America, Great Britain and France in regard to the responsi- 
bility which they would take upon themselves in following 
along the path of the violation of agreed decisions previously 
adopted by the four powers in regard to Germany. The deci- 
sions adopted at the Yalta and Potsdam Conferences and 
also the agreement of the four powers concerning the control 
mechanism in Germany have as their aim the demilitarization 
and democratization of Germany, the removal of the base 
itself of German militarism and the prevention of the revival 
of Germany as an aggressive power and thereby the trans- 
formation of Germany into a peace-loving and democratic 
state. These agreements envisage the obligation of Germany 
to pay reparations and thereby to make at least partial com- 
pensation for the damage to those countries which suffered 
from German aggression. In accordance with these agree- 
ments the Governments of the four powers took upon them- 
selves the responsibility for the administration of Germany 
and bound themselves jointly to draw up a statute for Ger- 
many or for any areas including Berlin which were part of 
German territory and to conclude with Germany a peace 
treaty which should be signed by a Government of a demo- 
cratic Germany adequate for that purpose. 

“These most important agreements of the four powers in 
regard to Germany have been violated by the Governments of 
the United States of America, Great Britain, and France. 
Measures for the demilitarization of Germany have not been 
completed and such a very important center of German mili- 
tary industry as the Ruhr district has been taken out from 
under the control of the four powers. The execution of de- 
cisions concerning reparations from the Western zones of oc- 
cupation of Germany has been interrupted by the Govern- 
ments of the U.S.A., the U.K., and France. By the separate 
actions of the Governments of the U.S.A., Great Britain, and 
France the four-power control mechanism in Germany has 
been destroyed and the Control Council as a result there- 
of has ceased its activity. 

“Following the London meeting of the three powers with 
the participation of Benelux, measures have been undertaken 
by the Governments of the U.S.A., Great Britain, and France 
directed towards the division and dismemberment of Ger- 
many including preparations which are now in progress for 
the designation of a separate Government for the Western 
zones of Germany and the separate currency reform for 
the Western zones of occupation carried out on June 18 of 
this year. 

“Inasmuch as the situation created in Berlin as well as in 
all Germany is the direct result of the systematic violation by 
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the Governments of the U.S.A., Great Britain, and France of 
the decisions of the Potsdam Conference and also of the agree- 
ment of the four powers concerning the control mechanism 
in Germany, the Soviet Government must reject as completely 
unfounded the statement of the Government of the U. S. to the 
effect that the measures for the restriction of transport com- 
munications between Berlin and the Western zones of oc- 
cupation of Germany introduced by the Soviet command for 
the defense of the economy of the Soviet zone against its 
disorganization are allegedly in violation of the existing agree- 
ments concerning the administration of Berlin. 

“2. The Government of the U. S. declares that it is occupy- 
ing its sector in Berlin by right arising out of the defeat and 
capitulation of Germany, referring in this connection to agree- 
ments between the four powers in regard to Germany and 
Berlin. This merely confirms the fact that the exercise of the 
above mentioned right in regard to Berlin is linked to the 
obligatory execution by the powers occupying Germany of 
the four-power agreements concluded among themselves in 
regard to Germany as a whole. In conformity with these agree- 
ments Berlin was envisaged as the seat of the supreme authori- 
ty of the four powers occupying Germany, in which connec- 
tion the agreement concerning the administration of “Greater 
Berlin” under the direction of the Control Council was reached. 

“Thus the agreement concerning the four-power adminis- 
tration of Berlin is an inseparable component part of the 
agreement for the four-power. administration of Germany as 
a whole, After the U.S.A., Great Britain, and France by their 
separate actions in the Western zones of Germany destroyed 
the system of four-power administration of Germany and had 
begun to set up a capital for a Government for Western Ger- 
many in Frankfurt-am-Main, they thereby undermined as well 
the legal basis which assured their right to participation in 
the administration of Berlin. 

“The Government of the United States in its note points 
out that its right to be in Berlin is based also on the fact that 
the United States withdrew its forces from certain regions of 
the Soviet zone of occupation into which they had penetrated 
during the period of hostilities in Germany, and that if it (the 
United States Government) had foreseen the situation, which 
has been created in Berlin, it would not have withdrawn its 
forces from those regions. However, the Government of the 
United States well knows that in removing its troops to the 
boundaries of the American zone established by agreement 
of the four powers concerning zones of occupation in Germany 
it was only carrying out an obligation which it had taken 
upon itself, the execution of which could alone accord the 
right of the entry of the troops of the U.S. into Berlin. An 
examination of the letter referred to in the note of the Gov- 
ernment of the U.S.A. of President Truman to Premier Stalin 
of June 14, 1945, and the letter in reply of Premier Stalin of 
June 16, 1945, confirms the fact that, thanks to the agreement 
then reached, the forces of the U.S.A., Great Britain, and 
France were given the opportunity to enter not only the 
capital of Germany, Berlin, but also the capital of Austria. 
Vienna, which as is known, were taken only by the forces of 
the Soviet Army. In addition, it is known that the agreements 
referred to concerning the question of Berlin and also of 
Vienna were only a part of the agreements concerning Ger- 
many and Austria upon the fulfillment of which the Soviet 
Government continues to insist. 

“3. The Government of the United States declares that the 
temporary measures put into effect by the Soviet command 
for the restriction of transport communications between Ber- 
lin and the Western zones have created difficulties in supply- 
ing the Berlin population of the Western sectors. It is impos- 
sible, however, to deny the fact that these difficulties were 
occasioned by the actions of the Governments of the U.S.A., 
Great Britain, and France, and primarily by their separate 
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actions in the introduction of new currency in the Wester 
zones of Germany and special currency in the Western sectors 
of Berlin. 

“Berlin lies in the center of the Soviet zone and is a part of 
that zone. The interests of the Berlin population do not per. 
mit a situation in which in Berlin or only in the Western sectors 
of Berlin there shall be introduced special currency which 
has no validity in the Soviet zone. Moreover, the carrying out 
of a separate monetary reform in the Western zones of Ger. 
many has placed Berlin and the whole Soviet zone of occupa- 
tion as well in a situation in which the entire mass of currency 
notes which were cancelled in the Western zone threatened to 
pour into Berlin and the Soviet zone of occupation of Germany, 

“The Soviet command has been forced therefore to adopt 
certain urgent measures for the protection of the interests of 
the German population and also of the economy of the Soviet 
zone of occupation and the area of ‘Greater Berlin.’ The 
danger of the disruption of the normal economic activity of 
the Soviet zone and of Berlin has not been eliminated even 
at the present time, in as much as the United States, Great 
Britain and France continue to maintain in Berlin their spe- 
cial currency. 

“Furthermore, the Soviet command has consistently dis- 
played and is displaying concern for the well being of the 
Berlin population and for assuring to them normal supply in 
all essentials and is striving for the speediest elimination of 
the difficulties which have arisen recently in this matter. In 
this connection, if the situation requires, the Soviet Gover- 
ment would not object to assuring by its own means adequate 
supply for all “Greater Berlin.’ 

“With reference to the statement of the Government of the 
United States that it will not be compelled by threats, pres- 
sure or other actions to renounce its right to participation in 
the occupation of Berlin, the Soviet Government does not in- 
tend to enter into discussion of this statement since it has no 
need for a policy of pressure, since by violation of the agreed 
decisions concerning the administration of Berlin the above- 
mentioned Governments themselves are reducing to naught 
their right to participation in the occupation of Berlin. 

“4. The Government of the United States in its note of 
July 6 expresses the readiness to begin negotiations between 
the four allied occupying authorities for consideration of the 
situation created in Berlin but passes by in silence the question 
of Germany as a whole. 

“The Soviet Government, while not objecting to negotia- 
tions, considers, however, it necessary to state that it cannot 
link the inauguration of these negotiations with the fulfilling 
of any preliminary conditions whatsoever and that, in the 
second place, four-power conversations could be effective only 
in the event that they were not limited to the ‘question of 
the administration of Berlin, since that question cannot be 
severed from the general question of four-power control in 
regard to Germany. 

“Accept, Mr. Secretary of State, the assurances of my 
highest consideration.” 


PRELIMINARIES TO STALIN MEETING 

Western Request for Discussions with Stalin and Molotov. 
The Government of the United States, as well as the Govern- 
ments of the United Kingdom and France, considered the 
Soviet reply to their notes of July 6 unsatisfactory. Neverthe- 
less, desiring to leave no stone unturned in the interest of 
peace, they decided to make another appeal to Soviet author- 
ities. A request for an appointment on July 30 for representa- 
tives of the three powers to meet with Foreign Minister 
Molotov met with a reply from Mr. Molotov’s principal secre- 
tary, Erfeev, to the effect that the Foreign Minister was “on 
vacation,” and the suggestion that in view of Mr. Vishinsky’s 
absence as well, the matter be taken up with Deputy Foreign 
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Minister Zorin. U. S. Ambassador Smith pointed out that the 
matter was of great importance, and inquired whether Molo- 
tov personally might be available “within a few days.” Erfeev 
promised to investigate; but later the same day he reported 
that since Molotov’s vacation had only just begun, it would 
be necessary for the Western representatives to see Zorin. It 
was decided to present the problem to Zorin. At 6 p.m. on 
July 30, a meeting with Zorin was held and he was handed 
by Ambassador Smith the following aide-memoire (similar to 
those handed simultaneously to Zorin by the British envoy, 
Mr. Roberts, and by the French Ambassador, Mr. Chatai- 
gneau, on behalf of their respective governments) : 

U.S. Aide-memoire. “The United States Government has 
given the most serious consideration to the note delivered by 
the Suviet Ambassador in Washington and has exchanged 
views with the British and French Governments on the similar 
notes received by these Governments. The United States Gov- 
ernment does not accept the contention in the Soviet note 
that the right of the Western occupying powers to participate 
in the occupation of Berlin no longer exists, and while they 
do not wish to enter into a detailed discussion of the allega- 
tions contained in Mr. Panyushkin’s note of July 14, they 
would like to make it plain at the outset that they cannot 
accept the Soviet version of the facts nor the interpretation 
placed on them. 

“Whatever may be the reasons which have led the Soviet 
authorities to decide the restriction of communications be- 
tween Berlin and Western zones of occupation of Germany, 
whether these reasons be technical as was first stated, or po- 
litical, as Mr. Panyushkin’s note would seem to indicate, the 
measures taken by the Soviet authorities in Berlin have cre- 
ated an abnormal and dangerous situation, the gravity of 
which does not need to be emphasized. 

“The Soviet reply of July 14 offers no constructive suggestion 
for the bringing to an end of the abnormal situation in Berlin. 
Nevertheless the United States Government as any peace-lov- 
ing government, holds the view that this situation is capable 
of settlement. They trust that the Soviet Government share 
this view: The question of negotiation has never been, and is 
not the issue. The willingness to negotiate in the absence of 
duress has always been there. In the opinion of the United 
States Government, the best way to a solution of the present 
difficulties lies in direct approach. They think that a frank 
discussion between Generalissimo Stalin and Mr. Molotov on 
one side and the representatives of each of the three Western 
occupying powers on the other side should give the oppor- 
tunity of finding a solution. I accordingly have been instructed 
by my Government to request that you should arrange an 
interview between Generalissimo Stalin and Mr. Molotov on 
the one hand and the French Ambassador, the U.K. Charge 
d’Affaires and myself on the other hand in order to discuss the 
present situation in Berlin and its wider implications.” 

Conversation with Zorin. The reaction of Mr. Zorin to the 
Western representation was described by U.S. Ambassador 
Smith as “uncompromising.” Zorin stated that the absence of 
Mr. Molotov on vacation prevented for the time being the 
granting of the requested meeting. He then said that there 
was no indication in the aide-memoire of any change in the 
position of the U. S. or of any subjects which would make prof- 
itable a discussion with Generalissimo Stalin and Mr. Molo- 
tov. However, he would transmit the request to his Govern- 
ment for consideration. Ambassador Smith replied that the 
presentation had been brief since the general position of the 
U.S. had already been made clear. It would be redefined and 
amplified during the proposed discussions. 

Mr. Zorin said that he could only say that the position of 
the Soviet Government had also been clearly defined in its 
note of July 14 but that he would, as previously stated, pre- 
sent the request to his Government. 
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Preliminary Meeting with Molotov, July 31. On the day fol- 
lowing the Zorin interview, the representatives of the Western 
powers were informed that separate appointments with Mr. 
Molotov had been arranged for the same evening. At the 
meeting with Ambassador Smith, Molotov referred to the 
aide-memoire and asked what kind of discussion and negotia- 
tions the Western governments had in mind, at present and 
for the future. On Smith’s replying that the aide-memoire 
was intentionally brief and lacking in detail, since it was 
the purpose of the proposed conversations to develop neces- 
sary detail, Molotov repeated the point made in the Soviet 
note of July 14 to the effect that conversations regarding 
Berlin were not practical except within the framework of 
conversations regarding all of Germany. He then pressed 
for a statement of U.S. views as to problems relating to 
Germany as a whole. Ambassador Smith reported that in 
reply he stated that the formal position of the two gov- 
ernments had been made clear in the two notes which had 
been exchanged, but the formal written word was very 
rigid and much more could be accomplished by informal 
exploration, 

Molotov then said that he would report to his Government 
on the U.S., British, and French approaches; that he hoped 
Stalin would agree to meet the representatives of the three 
governments; and that his purpose in this talk was simply to 
clarify our proposals. 


THE FIRST MEETING WITH STALIN 

The requested interview between representatives of the 
Western powers on the one side and Stalin and Molotov on 
the other took place on August 2, at 9 in the evening. 

Ambassador Smith opened the conversation by presenting 
the following oral statement to Generalissimo Stalin: 

“It is not our purpose at this time to rebut in detail the 
charges contained in the Soviet note. It is highly important, 
however, to make completely clear certain fundamental points 
in the position of the United States, the United Kingdom and 
France and to clarify the position of the Soviet Union which 
in certain respects is obscure. The three Governments must 
re-emphasize their right to be in Berlin to be unquestionable 
and absolute. They do not intend to be coerced by any means 
whatsoever into abandoning this right. 

“Action taken by the Soviets in interfering with rights in 
connection with occupation, derived through the defeat and 
surrender of Germany and through international agreemtnt 
and usage, by interrupting communications between Berlin 
and the Western zones, thus interfering with duties of allied 
military forces of occupation, is viewed with extreme serious- 
ness by the Governments of the United States, the United 
Kingdom and France. It is incumbent on them to take such 
measures as are necessary to assure the supply of their forces 
and discharge of their occupational duties. The United States, 
the United Kingdom and France do not wish the situation to 
deteriorate further and assume that the Soviet Government 
shares this desire. The three Governments have in mind re- 
strictive measures which have been placed by Soviet authori- 
ties on communication between the Western zones of Germany 
and Western sectors of Berlin. It was the feeling of our Gov- 
ernments that if these measures arose from technical difficul- 
ties, such difficulties can be easily remedied. The three 
Governments renew their offer of assistance to this end. If 
in any way related to the currency problem, such measures 
are obviously uncalled for, since this problem could have 
been, and can now be, adjusted by representatives of the four 
powers in Berlin. If, on the other hand, these measures are 
designed to bring about negotiations among the four occupy- 
ing powers they are equally unnecessary, since the Govern- 
ments of the United Kingdom, the United States and France 
have never at any time declined to meet representatives of 
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the Soviet Union to discuss questions relating to Germany. 
However, if the purpose of these measures is to attempt to 
compel the three Governments to abandon their rights as oc- 
cupying powers in Berlin, the Soviet Government will under- 
stand from what has been stated previously that such an 
attempt could not be allowed to succeed. 

“In spite of recent occurrences, the three powers are un- 
willing to believe that this last reason is the real one. Rather 
they assume that the Soviet Government shares their view 
that it is in the interest of all four occupying powers, of the 
German people and of the world in general to prevent any 
further deterioration of the position and to find a way by 
mutual agreement to bring to an end the extremely dangerous 
situation that has developed in Berlin. 

“The Soviet Government will, however, appreciate that 
the three Governments are unable to negotiate in the situa- 
tion which the Soviet Government has taken the initiative in 
creating. Free negotiations can only take place in an atmos- 
phere relieved of pressure. This is the issue. Present restric- 
tions upon communications between Berlin and the Western 
zones offend against this principle. When this issue is re- 
solved, such difficulties as stand in the way of resumption of 
conversations on the lines set out above should be removed.” 

The remainder of the two-hour meeting was taken up with 
a discussion which developed from the points brought out in 
Ambassador Smith’s statement. 

Premier Stalin, though emphatically maintaining that it 
was not the purpose of the Soviet Government to oust Allied 
forces from Berlin, reiterated the contention of the Soviet note 
of July 14 that the Western powers no longer had a juridical 
right to occupy Berlin. This of course was categorically re- 
jected in the statement just presented by Smith which de- 
clared that the three Western Governments “re-emphasize 
their right to be in Berlin to be unquestionable and absolute. 
They do not intend to be coerced by any means whatsoever 
into abandoning this right.” 

Discussion of the possibility of resumption of negotiations 
on Berlin and of a four-power meeting to consider problems 
relating to Germany as a whole revealed agreement as to the 
desirability of such developments. But to a suggestion by 
Stalin as to items to be included in the agenda of a four-power 
meeting, the Western representatives replied that they were 
not in a position to consider an agenda, and that in any event 
negotiations on broad German problems would not be pos- 
sible until duress in Berlin was removed. 

Stalin developed the argument that the communication 
restrictions in Berlin had been made necessary because of the 
decisions taken at London in regard to the establishment of 
a new German Government at Frankfort and because of the 
introduction of a special Western currency in Berlin. The 
Western representatives explained that, contrary to the 
Generalissimo’s apparent understanding, it had never been 
contemplated that the Government at Frankfort would be a 
central German Government, The agency now to be set up 
under the London decisions would in no way hamper eventual 
understanding on a central Government for a united Germany. 
The Western representatives added that they were not au- 
thorized to discuss the London decisions. They would report 
Stalin’s views; but in the meanwhile they felt strongly that 
agreement should be reached on the immediate issues in 
regard to Berlin. 

At the opening of the meeting, Smith had specified in his 
prepared statements after emphasizing that the three Western 
powers were in Berlin as a matter of right and as co-equals, 
that if the blockade measures were “in any way related to the 
currency problem, such measures are obviously uncalled for, 
since this problem could have been, and can now be, adjusted 
by representatives of the four powers in Berlin.” There 
seemed no reason, consequently, why agreement could not im- 
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mediately be reached with respect to the Berlin situation, 
However, Smith stated that he was not himself an expert on 
currency matters and that the Western representatives were 
not competent to deal with technical arrangements of the 
currency question; with this view his British and French 
colleagues associated themselves. 

At the. end of the discussion Stalin asked whether the 
Western representatives wanted to settle the matter that 
night. If so, he could meet them and make the following 
proposal: 

(1) There should be a simultaneous introduction in 
Berlin of the Soviet-zone Deutsche mark in place of the 
Western mark B, together with the removal of all trans- 
port restrictions. 

(2) He would no longer ask as a condition the defer- 
ment of the implementation of the London decisions al- 
though he wished this to be recorded as the insistent 
wish of the Soviet Government. 

Ambassador Smith then asked Stalin about the announce- 
ment of a resumption of negotiations on Berlin and holding 
a four-power meeting to consider other problems affecting 
Germany. Stalin said they. should be included. Following 
this the three Western representatives agreed to present 
Stalin’s proposal to their Governments. 

Reaction to Stalin Meeting. It was the belief of the Westem 
governments that the, progress made in the discussion with 
Stalin and Molotov was such that the settlement of the im- 
mediate Berlin crisis could be effected. The Soviet authorities 
were prepared to remove all transport restrictions between 
Berlin and the Western zones. Resumption of negotiations on 
Berlin and a four-power meeting to consider other outstanding 
problems affecting Germany was accepted without conditions, 
although Stalin wished it recorded as the insistent desire of 
the Soviet Government that the execution of the London de- 
cisions with respect to the establishment of a Western Ger- 
man Government be suspended until such time as the four 
powers met and tried to reach an agreement concerning 
Germany. 

There remained the problem of working out general details 
with Molotov, and the arrangement of technical matters re- 
garding the substitution of the Soviet-zone mark for the 
Western B mark in Berlin. 

In order, however, that there should be no misunderstand- 
ing of the position of the American Government in regard to 
finalizing the currency proposal developed at the meeting, the 
following specific instruction was sent to Ambassador Smith: 

“We agree to the outline of the draft statement developed 
at your August 2 meeting with Stalin and Molotov. 

“Our acceptance of Soviet-zone currency in Berlin cannot 
be unconditional and its use must be subject to some form of 
quadripartite control, This requirement is essential for the 
maintenance of our position in Berlin and is made doubly 
necessary because of Soviet action of the last few days in 
freezing the accounts of Western-sector enterprises in Berlin. 

“The substitution of the Soviet-zone mark for the B mark in 
Berlin can now be accepted in principle but our agreement 
must be supplemented by a satisfactory agreement providing 
for quadripartite control of the availability and use of the 
Soviet currency in Berlin, In our opinion such agreement 
should include control of credit, uniform application of credit 
rules and currency issue within Berlin, availability of sufficient 
funds for occupation powers, and some arrangements to cover 
trade between the Western zones and Berlin. Arrangements 
of this character are necessary for the orderly use of separate 
currencies in the Eastern and Western zones.” 

Although the interview with Stalin had ended without his 
having made it a condition precedent to settlement of the 
Berlin crisis that there should be a suspension of the execution 
of the London decisions with respect to the establishment of 
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a 
a Western German Government, his earlier expressed concern 
with that development received careful consideration, both 
by the Western representatives in Moscow, and by this Gov- 
emment. Having it in mind, the Department of State sent 
Ambassador Smith the following for his information in case 


» this question should arise again: 


“September 1 does not represent the date of formal estab- 
lishment of such a governmental organization, It is rather the 
date on which representatives from the German states will 
begin the exploratory study of the problems involved in the 
setting up of the common organization. It is certainly not in- 
tended that any conclusions that they reach shall preclude or 
contravene any agreement arrived at by the four powers on a 
Government for all Germany.” 


THE DRAFTING MEETINGS WITH 
FOREIGN MINISTER MOLOTOV 

On the basis of the foregoing and other similar instructions, 
as well as points developed in conversations with the British 
and French, Ambassador Smith joined with his British and 
French colleagues acting under the instructions of their re- 
spective governments in an endeavor to arrive at a draft imple- 
mentation of the conversation with Prime Minister Stalin to be 
brought into final form in a further conversation with Foreign 
Minister Molotov. To this end they then arranged a meeting 
with the latter which in fact became a drawn-out series of 
meetings with him, on August 6, 9, 12 and 16, some of them 
over three hours long, ending in failure to arrive at any satis- 
factory agreement. 

This failure to reach agreement in drafting a concrete im- 
plementation of the principles for terminating the Berlin 
crisis, as discussed with Stalin, resulted from the fact that 
the fundamental objectives from which Molotov approached 
the drafting were diametrically opposed to those of the West- 
ern representatives. This fundamental conflict is reflected in 
the differences between the initial draft suggested by the 
latter, and the counterdraft proposed by Molotov. 

The Initial Western Draft. The initial draft proposed by the 
Western representatives and rejected by Molotov was in the 
form of a draft communique for issuance in the name of the 
four governments. Its text is as follows: 

“As the result of discussions held in Moscow between 
Generalissimo Stalin and Mr. Molotov, and French, United 
Kingdom and United States representatives, the Governments 
of France, the United Kingdom, the United States of America 
and the Union of Soviet Socialist Republics have agreed as 
follows: : 

“All restrictions which have been imposed on the transport 
of persons and goods in either direction between the three 
Western zones of Germany and Berlin shall be immediately 
removed, and freedom of communications shall be main- 
tained. 

“Meetings shall be held among representatives of the four 
governments to consider any questions which may be out- 
standing as regards Berlin and any other outstanding prob- 
lems affecting Germany as a whole. 

“Soviet-zone mark will be accepted as the sole currency for 
Berlin and the Western mark will be withdrawn as soon as 
quadripartite arrangements have been agreed upon by the 
four military governors for the issue and control of currency 
in Berlin. These arrangements shall ensure: No discrimina- 
tion or action against holders of either Eastern or Western- 
zone currency; equal treatment as to currency and _ provi- 
sion of fully accessible banking and credit facilities for all 
sectors of Berlin; adequate funds: for budgetary purposes 
and occupation costs; and a satisfactory basis for trade 
between Berlin and the Western zones. Implementation 
of these arrangements shall be carried out by the Berlin 
Kommandatura.” 
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Mr. Molotov’s Counterdraft. Mr. Molotov rejected the fore- 
going draft and, at the second meeting, on August 9, made 
his own counterproposal in the following substitute text: 

“J. All restrictions which have been imposed after 
the announcement of currency reform in the Western 
zones on the transport of persons and goods in either 
direction between the three Western zones of Germany 
and Berlin shall be removed on August 15 and.freedom 
of communications shall be maintained in accordance 
with the present agreement. 

“2. All restrictions which have been imposed after 
the announcement of currency reform in the Western 
zones on the traffic of goods to and from the Soviet 
zone and the three Western zones of Germany shall be 
removed on August 15 and freedom of communications 
shall be maintained. 

“3. Meetings among representatives of the four gov- 
ernments in the form of the Council of Foreign Ministers 
or a separate conference of representatives of the four 
powers shall be held in the near future to discuss: 

“(A) Any questions which may be outstanding as 
regards Berlin and 
“(B) Any other outstanding problems affecting 

Germany as a whole. 

In the negotiations which took place between represent- 
atives of the four powers consideration was given to the 
wish of the Soviet Government to defer the implementa- 
tion of the decisions of the London conference on the 
creation of a West German Government until the results 
of the above-mentioned meeting of representatives of the 
four governments have been ascertained. In this connec- 
tion the representatives of the three Western powers 
stated that the governments of these powers do not pro- 
pose for the time being to deal with the question of the 
formation of a Government for Western Germany.. 

“4, The German mark of the Soviet zone shall be ac- 
cepted as from August 15 as a sole currency for Berlin 
and the Western mark “B” shall be simultaneously with- 
drawn from circulation in Berlin. 

“The regulation of currency circulation in Berlin shall 
be undertaken by the German bank of emission of the 
Soviet zone of occupation through the credit establish- 
ments operating at present in Berlin and shall be equally 
extended to the whole of Berlin without discrimination 
against any part of Berlin; organizations, enterprises, 
firms and private persons in Berlin shall be allowed to 
maintain unhampered trade and economic connections 
with third countries and the Western zones of Germany 
through the German export-import agency of the Soviet 
zone. 

“Occupation costs resulting from the presence of forces 
in Berlin shall be met from the budgets of the respective 
zones of occupation of Germany, Berlin being exempted 
from defraying occupation costs.” 

Fundamental Differences. The fundamental differences be- 
tween these two drafts are evident. The Western draft pro- 
ceeds from the position that the Western occupation forces in 
Berlin are there as a matter of established right, and seeks to 
liquidate the present crisis on an orderly basis which would 
permit the use of the Soviet-zone currency throughout Berlin 
provided that the terms of such use could be agreed upon 
among the four powers and that this agreed use would be 
under quadripartite control. The Molotov counterdraft pro- 
ceeds from the position that the Western Allies have lost their 
right to be in Berlin but would be permitted to remain there 
by “the present agreement” which in turn would enable the 
Soviet authorities to exercise full economic control over Berlin 
and to block further development of plans for the formation 
of a Western German Government, while remaining able at 
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any time to resume obstruction of our access to Berlin if they 
considered we were not complying with “the present agree- 
ment.” 

The Molotov draft provided for lifting of communication 
restrictions imposed “after the announcement of currency re- 
form in the Western zones” (i.e. June 19). This would have 
meant the continuation of a large number of hampering meas- 
ures which had been put into effect between March 30 and 
June 19 and would have constituted tacit acceptance of the 
Soviet contention that its inauguration of a blockade had 
been “defensive” in character, a contention which the West- 
erm governments categorically rejected. Molotov’s version also 
reintroduced the question of implementation of the London 
decisions regarding Western Germany, despite the fact that 
it had been understood at the Stalin meeting that this issue 
would not constitute a condition to agreement on a settle- 
ment of the Berlin crisis. Furthermore, the Molotov draft 
would have delegated control over Berlin’s currency and 
credit to a bank subject to exclusive Soviet control, and simi- 
larly would have entrusted the conduct of Berlin’s external 
trade entirely to a Soviet-dominated agency. 

The Western representatives immediately voiced their ob- 
jections to this draft. They said they would of course transmit 
it to their respective governments, but that they were sure 
that it would be found unacceptable, for reasons which they 
pointed out forthwith. Considerable time was also devoted 
to an examination of its details in order that the Western rep- 
resentatives might also give their governments the benefit of 
an analysis of Molotov’s thinking concerning it to facilitate the 
search for some acceptable basis for agreement. 

As anticipated by Ambassador Smith, the United States 
Government found the Molotov formula quite unacceptable. 
The objections to certain of its features are specified in the 
following excerpts from instructions sent to Ambassador 
Smith: 

“We find, as you correctly informed Molotov, the Soviet 
counterdraft unacceptable in its present form. It is apparent 
from this draft and from the statements of Stalin and Molotov 
on the subject that the Soviet Govt. is seeking to establish its 
thesis that quadripartite control of Germany and consequently 
of Berlin as well has lapsed and therefore whatever agreement 
may be reached in the Moscow discussions will constitute the 
only (repeat only) four-power agreement concerning Berlin. 
This position is of course completely unacceptable to this 
Government. We have maintained and will continue to main- 
tain that mere Soviet assertion cannot vitiate the quadripar- 
tite agreements, including those defining the rights and duties 
of the Western powers in Berlin. We feel it extremely im- 
portant that this point be covered in order to avoid any mis- 
understanding in the future as otherwise the Soviet authori- 
ties will probably maintain that the three Western powers in 
effect accepted the Soviet thesis that the previous four-power 
agreements concerning Germany and Berlin are no longer valid 
and that failing any four-power agreements at the Council of 
Foreign Ministers or elsewhere we have no rights in Berlin 
other than those accorded by the agreements set forth in the 
proposed announcement. .. . 

“As previously stressed, we cannot recognize Berlin as part 
of the Soviet zone and it follows from this that we cannot ac- 
cept the conduct of Berlin’s external trade through the medium 
of the Soviet zone’s trade monopoly. Because of their sup- 
plies of food and raw materials to Berlin, the Western nations 
have a substantial interest in the city, and in seeking agreement 
on the regulation of trade matters they are asking for no more 
than an assurance concerning the proper and efficacious use 
of their contributions. The economic well-being of Berlin de- 
pends on the maximum freedom of its trade with the other 
parts of Germany. In the interest of simplification and in 
order to obviate a currency war, the Western nations are will- 
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ing to accept a Soviet-zone mark as the sole circulating mediup 
but four-power supervision of its use in Berlin is essential t 
establish a satisfactory economic relationship between Berliy 
and the rest of Germany.” 

The British and French governments were also unable t 
accept the Soviet position reflected in Molotov’s counterdraf 
The three representatives informed him of the positions 9 
their governments in the next meeting, which was held o 
August 12. At this meeting, the following agreed stat. 
ment was made by Ambassador Smith on behalf of th 
three powers: 

“We have now received and compared instructions frop 
our respective governments and find, as anticipated at th 
conclusion of the August 9 conference, that the Soviet pr. 
posals in their present form are unacceptable. Mr. Moloto 
will recall that at the last conference we each directed pu. 
ticular attention to paragraphs 3 and 4 of the Soviet draft and 
stated they raised issues which our governments regarde 
as of fundamental importance. I will refer to these issues 
again during our detailed discussion of the Soviet draft and 
re-emphasize the position of our governments with respect 
thereto. 

“1. The Soviet Government has inserted into the 
original Western draft the words ‘after announcement of 
currency reform in the Western zones’. The other three 
governments cannot agree to insertion of these words. 
Their inclusion would mean that certain restrictions on 
communications between Berlin and the Western zones 
which began long before currency reform took place in 
Western Germany would not be wholly removed. How- 
ever, as said before, the governments of France, the 
United Kingdom and the United States are willing to 
settle as between the allied commanders in Berlin the 
necessary regulations to prevent illicit black-market 
operations in currency, etc., between the Western and 
Eastern zones of Germany or between the Western zone 
of Germany and the Western sectors of Berlin, which we 
understood from Mr. Molotov to be a major concern of 
the Soviet Government. 

“The Soviet draft also inserts at the end of paragraph | 
the words ‘in accordance with the present agreements, 
which are not included in paragraph 2. Our governments 
are unable to accept these words which imply a new 
agreement is now being made derogatory to or possibly 
even invalidating established rights of the French, British 
and American governments in regard to Berlin. These 
rights were clearly set forth in the oral statement made to 
Generalissimo Stalin and Mr. Molotov on August 2 and 
have been reiterated emphatically at our subsequent 
conferences. Our governments are not prepared to make 
any new agreement now which might be held in any 
way to weaken these rights. 

“2. It is clearly the intention of all four governments 
that paragraphs 1 and 2 should be uniform in so far as 
possible. Accordingly our governments consider that the 
words ‘after the announcement of currency reform in the 
Western zones’ should also be deleted from paragraph 2 
although we are unaware of any restrictions placed on 
interzonal trade before currency reform was introduced 
in the Western zones. 

“3. Our governments are not in any circumstances 
prepared to agree to the additional subparagraph inserted 
by the Soviet Government. As they understand the po- 
sition, it is that Generalissimo Stalin made an oral 
statement regarding the insistent desire of the Soviet 
Government for deferment of the physical establishment 
of a west German Government. In reply I made an oral 
statement on behalf of the United States Government 
with which the representatives of the French and British 
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a 
governments associated themselves, and this statement 
went as far as possible to meet the Generalissimo’s oral 
statement. The Generalissimo expressly declared that this 
statement was not a condition for issuance of the joint 
statement now under discussion in Moscow. The state- 
ments made on the one hand by the Generalissimo and 
on the other hand by the British, French and American 
representatives were made privately but have been 
recorded. Our governments cannot agree to any state- 
ment on this matter being inserted in a published com- 
munique representing preliminary agreement by our four 
governments nor are they prepared to accept any sugges- 
tion that negotiations have taken place on this subject. 
As we stated very clearly in the original conference with 
Stalin and yourself at the outset of our conversations, our 
governments are only prepared to undertake negotiations 
in an atmosphere free of all pressure and cannot accept 
any position which carries implication of negotiating un- 
der duress. 

“4. While the principle implied in the first subpara- 
graph is acceptable, the paragraph as written in the So- 
viet draft is unacceptable for reasons given to Mr. 
Molotov on August 9. Our governments consider that the 
re-draft proposed by the Soviet Government involves a 
fundamental question of principle. They can only in- 
terpret the wording of this paragraph in the Soviet draft 
as implying a Soviet intention to incorporate Berlin fully 
into the Soviet zone. The position of our respective gov- 
erments on this question and its essential connection 
with four-power discussions on Germany as whole have 
been stated on several different occasions during our 
earlier conversations and need not be repeated now. 
Consequently, while prepared to accept substitution of 
the Soviet-zone mark for the Western mark as the sole 
currency for Berlin, such acceptance is possible only if 
some four-power regulation of the flow and use of the 
Soviet currency in Berlin proper is provided which safe- 
guards the rights and interests of our three governments 
in Berlin and the legitimate interest of the Berlin popula- 
tion, while taking fully into account as explained in our 
previous meeting, the legitimate interests of the Soviet 
occupation authorities, and their responsibilities for safe- 
guarding the. economic situation in the Soviet zone, 
which we fully recognize. In the opinion of our govern- 
ments the Soviet draft of Paragraph 4 completely fails to 
take into account these basic considerations, which are 
concerned not only with fundamental issues of principle 
but also with essential and practical issues of daily eco- 
nomic life in Berlin. I repeat that while ready to consider 
and assist in a practical solution of the currency problem 
in Berlin on a basis of sole use of Soviet currency, our gov- 
ernments can only do so if the Soviet Government is pre- 
pared to recognize our basic rights in Berlin. This is really 
the crux of the matter, but I will mention further details. 
“Aside from these fundamental questions of principle, 

clarification is required of the phrase in subparagraph 2 con- 

cerning ‘discrimination against any part of Berlin.’ We think 
our intentions are the same. In the draft we submitted on 

August 6 this phrase read ‘no action or discrimination against 

the holders of Eastern or Western-zone currency.’ If, as we 

assume, the Soviet draft covers discrimination not only against 
any part of Berlin but against all persons, firms, etc., resident 
in any part of Berlin, this corresponds to our own intention and 
in that case our governments suggest that the phrase in the 

August 6 draft would be clearer. 

“Then we come to trading agencies. This brings us back 
to our fundamental point. We cannot recognize Berlin as 
part of Soviet zone, and it follows from this that we cannot 
accept conduct of Berlin’s external trade through the medium 
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of Soviet-zone trade monopolies. Our governments have a 
substantial interest in the city and in seeking agreement on 
regulation of trade matters, we are asking for no more than as- 
surances concerning proper and effective use of our very ex- 
tensive contributions to the economy of Berlin. The economic 
well-being of Berlin depends on maximum freedom of its trade 
with other parts of Germany. This confirms again, from our 
viewpoint, the necessity of technical discussions in Berlin and 
the impossibility of such discussions among us here. In the 
interest of simplification and to obviate a currency war our 
governments are willing to accept the Soviet mark as sole 
circulating medium but I must say again that four-power 
supervision of its use in Berlin is essential to establish satis- 
factory economic relationship between Berlin and the rest of 
Germany. It is possible that Molotov misunderstood the 
wording in our draft: ‘For the issue and control of currency in 
Berlin.’ We do not insist on control over the total issuance of 
Soviet-zone currency. What we are seeking is agreement for 
quadripartite regulation of the flow and use of Soviet-zone 
currency within Berlin and in trade. Our governments are 
convinced it is necessary to provide for nondiscrimination as 
to availability of currency throughout Berlin through equitable 
budgetary and credit procedures and the orderly conduct of 
trade between Berlin on one hand and the Western and East- 
ern Zones and third countries on the other. This can only be 
done by some quadripartite authority in Berlin. 

“While our governments consider the question of occu- 
pation costs a pertinent one, they do not believe the Soviet 
proposal in subparagraph four of paragraph four is best 
adapted for this purpose. The Soviet draft implies that the 
British, French and American governments have no right to 
claim occupation costs in or from Berlin. Our governments 
cannot accept this position and they maintain their rights to 
call on the Berlin magistrate to meet such charges, and are 
not prepared to place themselves in a position in which they 
could only obtain what is their fully established right 
from sources under the control of another power. Our gov- 
ernments have for a long time past been contributing largely 
to the supply of Berlin with food and coal with no appreci- 
able reimbursement and they see no reason why Berlin, 
which is part of Germany, should not bear its due share of the 
occupation costs, particularly since the heavy costs of the 
Soviet occupation forces in Germany are, according to the 
Soviet proposal, to be borne by the Soviet zone surrounding 
Berlin. This question might be dealt with as proposed in our 
draft of August 6 or postponed for discussion at the time when 
the four powers meet to discuss the question of Berlin and 
Germany in all its aspects. I must, however, emphasize that 
the view of our governments on this question is one of prin- 
ciple affecting their juridical rights in Berlin.” 

Mr. Molotov’s reaction to this statement was summarized 
by Ambassador Smith as follows: 

“Molotov’s reply was very cursory in regard to the first 
two paragraphs. He suggested words ‘in conformity with 
what is set forth below’ as substitution for last phrase of 
paragraph 1, and remarked that satisfactory alternative 
wording could probably be found which would more specifi- 
cally define restrictions which were to be removed, in lieu 
of the wording to which we objected in paragraphs 1 and 2. 
He then reverted to paragraph 4. Today, however, he did 
not as on previous occasions reject our position in Berlin nor 
did he insist that quadripartite control had lapsed nor main- 
tain any demand for the Soviet wording of this paragraph. 
His conversation seemed to me to be generally exploratory, in 
order to determine whether or not we had reached our 
definite and final bargaining position. We continued to press 
strongly the point that our entire discussions really hinged on 
one basic factor—our right to be in Berlin and to continue 
quadripartite regulation and control of the flow and use of 
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the new currency when introduced. Molotov never directly 
challenged any of our statements in this connection. He 
also readily admitted that certain practical questions would 
have to be settled in Berlin. The point to which he reverted 
most frequently and on which he seemed to concentrate today 
was the specific mention of a date on which the currency 
change would be made and the restrictions lifted. Discussion 
of this subject became involved and protracted and finally, to 
bring matters to a head, we suggested the possibility that a 
tentative date be accepted toward which planning would 
begin immediately in Berlin by the four military commanders, 
pointing out that until the machinery for the control and 
use of the Soviet mark was established any date was mean- 
ingless. This subject also Molotov did not directly challenge 
or reject, although he criticized it as vague. It was our 
opinion that at the last he wilfully misunderstood it. 

“Molotov then discussed occupation costs briefly, taking 
the attitude that he could not see any reason in our objection 
to the Soviet formula or to exempting Berlin from cost of 
occupation since all four powers were treated alike. An inter- 
esting feature of this phase of the discussion was that again 
he failed to challenge our juridical right, stating that Soviet 
proposals in this matter did not affect juridical rights of 
either side to be in Berlin, and that the problem was purely 
a practical one. We took note of this. Our final statement 
was that the solution of question of occupation costs was 
dependent on solution of basic question which remained to 
be dealt with in first part of that paragraph. This brought 
us back to the question of currency, and after lengthy dis- 
cussion Molotov suggested as an alternate solution that the 
Soviet Government might be willing to agree to the issue of 
the same quantity of Soviet-zone marks for the Western sec- 
tors of Berlin as have been issued or introduced in Berlin 
by Western powers, arguing that this would dispose of the 
technical question. We rejected this on the ground that it 
did not cover our basic requirement which was quadripartite 
control of currency in Berlin, and did not provide enough 
currency for our present and future operations. 

“After this Molotov again came back to question of a fixed 
date for the introduction of Soviet currency in Berlin and the 
lifting of traffic restrictions, and proposed that we draw up a 
list of questions relating to the flow of currency to be dis- 
cussed by the representatives of the Soviet Union and West- 
ern powers in Berlin. We replied that we would be perfectly 
willing to accept a tentative date and in fact proposed such 
discussion, but that the commanders in Berlin must be pro- 
vided with terms of reference which covered the basic points 
on which we insisted, and the technical points which we felt 
must be settled with regard to new currency. There was still 
outstanding the major question of four-power control in Berlin 
and until this was decided, nothing could be done. We said 
it would be worse to fix a date and fail to meet it than to 
leave things as they are now. 

“We then asked Molotov if he could meet us on the question 
of four-power regulation of currency. He evaded direct reply 
to this by reverting to the second part of Paragraph 3 (London 
Agreements) although not aggressively. We repeated our 
governments’ past objection to the Soviet wording on the lines 
of Paragraph 3 in the following telegram. He then suggested 
substituting for the second part of Paragraph 3 our oral state- 
ment of August 6. We reiterated that our instructions were 
specific and our governments could not agree to any state- 
ments of this nature being inserted in a communique represent- 
ing preliminary agreement. However, I said I was willing to 
ask my Government if the oral exchange between Generalis- 
simo Stalin and ourselves might be confirmed confidentially by 
written notes, providing agreement was reached on all other 
points. 

“Roberts then suggested ‘that insertion of this material 
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would unbalance the document, pointing out that Articles | 
and II were to our mutual advantage, and insofar as the Soviet 
Government might think Part I benefited us more than Part |] 
benefited them, this was more than balanced by Paragraph 4, 
Paragraph 3 would, we hoped, be to our mutual advantage. 
Molotov agreed, and at this point for a few minutes I thought 
that he was going to accept and conclude the conference. 
However, he recovered himself and rediscussed some of the 
parts of Paragraph 4, during which occasion was taken to 
point out that he would have to meet us on the basic point of 
principle under 4 if we were even to consider his proposal 
under 3, emphasizing again that unless our basic requirement 
for four-power control and regulation of currency in Berlin 
were accepted, the rest of the document would automatical. 
ly fall. 

“Molotov terminated the conversation shortly afterward by 
saying that he would report our statements to his Gover. 
ment, who would consider them carefully. We said we would 
report his comments and proposals and would inform him 
when we were ready for further discussions.” 

Though failing to produce definitive progress toward final 
agreement, the atmosphere of the August 12 meeting was 
sufficiently encouraging to induce the Western powers to ex- 
amine exhaustively among themselves the issues in contro- 
versy, and to reduce their demands to absolute essentials in 
the hope that Soviet: objections would be overcome. These 
efforts resulted in the following draft text which was pre- 
sented to Molotov at the fourth and last drafting meeting, 
that of August 17: 

“One. On August 25 all restrictions which have been 
imposed since March 1 on transport of persons and goods 
in either direction between the three Western zones of 
Germany and Berlin shall be removed and freedom of 
communications shall be maintained. 

“Two. On August 25 all restrictions which have been 
imposed since March 1 on traffic of goods to and from 
Soviet zones of Germany shall be removed and freedom 
of communications shall be maintained. 

“Three. The four military governors are charged with 
the duty of making all arrangements necessary to insure 
that the provisions of paragraphs one and two above are 
brought into effect on August 25. 

“Four. In addition to meetings of military governors, 
meetings among representatives of four governments in 
form of CFM or other conferences of representatives of 
four powers shall be held in near future to discuss: (A) 
Any questions which may be outstanding as regards Ber- 
lin and (B) any other outstanding problems affecting 
Germany as a whole. 

“Five. As from August 25 the German mark of the So- 
viet zone shall be accepted as the sole currency for Berlin 
and the Western mark “B” shall be simultaneously with- 
drawn from circulation in Berlin provided however that 
before that date the four military governors shall have 
worked out arrangements for continued issue and use in 
Berlin under quadripartite authority, of German mark of 
Soviet zone. 

“These arrangements shall insure no discrimination or 
action against holders of German marks of either the 
Soviet zones or Western zones; equal treatment as to cur- 
rency and provision of full and accessible banking and 
credit facilities throughout all sectors of Berlin; un- 
hampered trade and economic connections with third 
countries and with all zones of Germany subject only to 
such provisions as may be agreed from time to time 
among four military governors; and provision of sufficient 
currency for budgetary purposes and occupation costs. 
These arrangements shall be implemented by four mili- 
tary governors.” 
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This latest redraft was received by Mr. Molotov in much 
the same way as the first draft. The Western representatives 
discussed it with him for nearly four hours. His reaction to it 
appeared to be mainly exploratory, to try to sound out the 
Western representatives. 

After a lengthy discussion of specific points in it, much 
along the lines of the earlier discussions, Smith and his col- 
leagues were unable to convince Molotov that their draft met 
his requirements. Breaking off the discussion of particular 
points, Molotov suddenly suggested that he could provide a 
simple formula to deal with paragraphs 1, 2 and 5, and that 
the other paragraphs could be left for later discussion as be- 
ing relatively unimportant. He then wrote down and read 
out the following proposed directive to the military governors 
in Berlin: 

“The governments of France, Great Britain, U.S. and 
U.S.S.R. have agreed that the following steps should be 
taken simultaneously: 

“(A) Restrictions recently imposed on both sides on 
communications between Berlin and the Western zones 
shall be lifted; 

“(B) The German mark of the Soviet zone shall be 
introduced as the sole currency for Berlin, and the West- 
em mark ‘B’ shall be withdrawn from circulation in 
Berlin. 

“In connection with the above you are instructed to 
examine, together with your colleagues, within the short- 
est time possible and if possible before August 25, the de- 
tailed arrangements necessary for the implementation of 
this agreement and to inform your government of the 
exact date on which provisions under ‘A’ and ‘B’ above 
can be brought into effect.” 

As the discussion had already gone on for more than two 
hours, and Molotov showed no disposition to give serious con- 
sideration to accepting the draft proposed by Smith and his 
colleagues, they stated that they would be willing to submit 
his new proposal to their governments but that it would serve 
no useful purpose to do so unless the directive he suggested 
were completed by adding an additional paragraph covering 
all the points in the second part of their draft paragraph 5 
which their governments consider the absolute minimum that 
could be accepted in the way of a directive to the four mili- 
tary governors. Molotov argued against this, taking the line, 
contrary to his previous position, that the military governors 
in Berlin might very well-be able to work practical solutions 
of the technical problems without specific instructions. Smith 
pointed out that this would simply transfer the unsolved 
problems from Moscow to Berlin, with even less hope of a 
solution in the absence of agreement in Moscow on the two 
or three basic issues which still remain unsettled. He then 
agreed to go through the Western draft together with the 
Soviet draft to see whether it would be possible to bring them 
into conformity and set down principles under which the four 
military governors could work. 

Further discussion of details again and again brought the 
Western representatives face to face with a point of principle 
on which they had to repeat their position, reminding 
Mr. Molotov that while their governments were willing 
to accept Soviet currency as the sole currency in Berlin, 
they would not be willing to accept terms for the use of 
that currency which would endanger the financial and 
economic life of the city. 

Smith repeated that it was quite useless to send any di- 
rective to the military governors unless there was agreement 
in Moscow on the basic issues. It would be equally useless to 
propose a vague and undefined directive to the three gov- 
ermments which would still be obligated to obtain answers 
to the basic questions they had already raised. He repeated 
that there was no point in simply transferring to Berlin prob- 
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lems which it had not been possible to solve in Moscow 
through direct contact with Mr. Molotov. 

The meeting was finally adjourned with Smith and _ his 
colleagues recording their disappointment at the lack of 
progress. Smith suggested that they study and report the re- 
sults of the meeting to their governments in case they should 
have any final instructions or additional guidance. He said 
he would then ask for a final conference. 


THE SECOND MEETING WITH STALIN ON AUGUST 23 

After considering the fruitless series of drafting meetings 
with Molotov, the three governments then decided to re- 
quest another meeting with Stalin. This was held on 
August 23. 

In preparation for it the three governments had agreed 
upon a new draft to put before Stalin, embodying the points 
discussed in the first meeting with him, and taking into ac- 
count the points raised meanwhile by Molotov in so far as 
these could be harmonized with the rights and duties of the 
Western occupation forces in Berlin. This draft took the form 
of a directive to the military governors in Berlin to work out 
the concrete means for implementing the principles with 
respect to currency and transport restrictions, together with 
a communiqué to be issued by the Moscow conferees on 
behalf of the four governments, finalizing the arrangements 
worked out by the military governors. 

Stalin began the meeting by producing a Soviet draft for 
this purpose which he said he had prepared after studying 
the reports of the drafting meetings with Molotov. Smith 
then produced the draft just mentioned, suggesting that 
Stalin read it while the Western representatives were read- 
ing the Soviet draft. Following a general discussion of the 
two drafts, Stalin withdrew from the meeting and Molotov 
and the Western representatives continued in drafting ses- 
sion to try to harmonize the two drafts. 

During the discussion with Stalin, he and the Western 
representatives noted that the two drafts weré in many re- 
spects close to each other. Stalin thought, however, that the 
directive to the commanders should contain more concrete 
wording with regard to safeguarding the Soviet-zone currency 
from depreciation. Smith pointed out that this point was 
covered in the Western draft. Stalin replied that it should be 
made more explicit. He also discussed the provision for the 
exchange of currency, and for the issue of currency thereafter 
by the German bank of issue of the Soviet zone and for the 
establishment for these purposes’ of a financial commission 
composed of the four commanders to control their practical 
implementation. He considered these points essential. He 
then added that it would also be desirable to have some 
indication in the draft of a postponement of the estab- 
lishment of a Western German Government on the basis 
of the London decisions. On this point the Western rep- 
resentatives rested on the position which had already been 
made clear. : 

Smith then again reiterated the necessity for managing 
currency matters in Berlin on a basis which would provide 
absolute equality of control and would respect the juridical 
position of the Western Governments in Berlin. Stalin replied 
that if German unity were restored by confirming the deci- 
sions of previous four-power conferences, Berlin would re- 
main the capital of Germany and then there would be no 
objection to the forces and authority of the three Western 
powers remaining in Berlin and sharing the control of the 
German Government in Berlin with the Soviet Union. If this 
did not happen, then Berlin would lose its standing as the 
capital of Germany. Smith expressed the hope that such a 
situation would not arise and took occasion again to explain 
fully our view of the juridical position of the Western powers 
in Berlin. It was decided that drafting details should be 
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worked out with Molotov with a view to finding a final word- 
ing for a directive to the military governors in Berlin, re- 
questing them to report back their recommendations within 
about a week after the directive was issued to them. 

Before Stalin withdrew, Ambassador Smith specifically took 
occasion to bring out clearly certain questions on which he 
wanted to get an unequivocal clarification of the Soviet posi- 
tion. With respect to transport restrictions, it is worth quoting 
the following excerpt from the transcript of the meeting of 
August 23 in Moscow: 

“The U.S. Ambassador then asked if he could first 
query one or two points, for example, the Soviet wording 
with regard to the transport restrictions. Molotov re- 
marked, after a certain amount of discussion, that the 
Soviet Government meant the restrictions imposed since 
the 18th of June. We indicated that this was unsatisfac- 
tory. Stalin then suggested that it might be better to say 
‘the restrictions lately imposed’, and confirmed that if 
there were any imposed before that date they would also 
be lifted.” 

It was with this understanding, personally confirmed by 
Premier Stalin, that a directive was ultimately sent to the 
military governors in Berlin to work out the technical arrange- 
ments necessary to give effect to the above agreement. 

The principle of quadripartite supervision over the cur- 
rency within the city of Berlin was an important issue in the 
discussion at Moscow. On this point Premier Stalin, during 
the discussion, gave the following confirmation of the in- 
terpretation to be placed on the language of the directive 
dealing with the powers of the financial committee: 

“Stalin stated that the German bank of emission controlled 
the flow of currency throughout the whole of the Soviet zone, 
and it was impossible to exclude Berlin from the Soviet zone. 
However, if the question was asked whether it did so without 
being controlled itself, the answer was ‘no’. Such control 
would be provided by the financial commission and by the 
four commanders in Berlin, who would work out the arrange- 
ments connected with the exchange of the currency and with 
the control of the provision of currency, and would supervise 
what the bank was doing. 

“Stalin said the Soviet draft had kept the word ‘control!’ 
with reference to the four-power finance committee and the 
Soviet Government did not object to it. But from the point of 
view of financial science and political economy, it was im- 
possible to exclude the German bank of emission from Berlin. 
To avoid abuse in its operations, the word ‘control’ had been 
included. The U. S. Ambassador then suggested that the men- 
tion of regulation by the German bank of emission should be 
made after the financial commission. Stalin replied that the 
subjects had been mentioned in the logical order and that the 


authority conducting the operations had been mentioned first 
and afterwards the body controlling this authority had been 


mentioned.” 
It was on this clear understanding of these points that Smith 


and his colleagues continued the discussion and drafting. 


Stalin expressed persistent interest in having something 


said about the London decisions. He suggested insertion of 
the following or some similar wording: 


“The question of the London decision was also discussed 


including the formation of a Western German Government. 
The discussion took place in an atmosphere of mutual under- 
standing.” 


Smith said he would inform his Government of Stalin’s de- 


sire but did not anticipate that his Government could accede 
to any such wording unless it were also made explicit that no 
agreement was reached on this subject since it was not con- 
sidered a condition attaching to the lifting of transport re- 
strictions. 


The ensuing drafting meeting with Molotoy elaborated a 
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joint draft which was then submitted to the governments for 
consideration. 

The United States Government, in expressing its views to 
Ambassador Smith, took occasion among other things to cor- 
roborate Smith’s own view that a provision such as Stalin de- 
sired with respect to Western Germany would be open to 
misinterpretation and, therefore, could not be accepted. Any 
such provision should make clear that we do not refuse to 
discuss this point at some subsequent time but are not pre- 
pared to make any commitments whatsoever for postponement 
of the London decisions in connection with the present negoti- 
ations. Smith was instructed to make this clear to the Soviet 
authorities and to agree at most to a statement that: 

“During the conversations the Soviet Government ex- 
pressed its wish that the implementation of the decisions of 
the London Conference should not result in the establishment 
of a Government for Western Germany before the representa- 
tives of the four powers had been able to meet to discuss the 
whole German problem. The representatives of the United 
States, the United Kingdom and France affirmed the desire of 
their Governments for a four-power agreement whereby a 
Government for the whole of Germany would be established, 
They explained that the London decisions did not preclude 
such an agreement and, while they were not able to agree 
to any postponement to the implementation of the London de- 
cisions, they would make a sincere endeavor to ascertain 
whether there is a real prospect of agreement among the four 
powers. Further discussion of this point was accordingly de- 
ferred.” 

In framing its further instructions to Ambassador Smith, this 
Government proceeded from the following basic requirements, 
upon which it had insisted from the beginning: 

1. Insistence on our coequal rights to be in Berlin; 
2. No abandonment of our position with respect to 

Western Germany; 

3. Unequivocal lifting of the blockade on communica- 
tions, transport and commerce for goods and persons; and 

4. Adequate quadripartite control of the issue and 
continued use in Berlin of the Soviet mark. 

After the three Governments had consulted each other 
and instructed their respective representatives in Moscow, 
the latter met with Molotov and Vishinsky on August 27 
and worked out the following drafts for the communiqué and 
directive under discussion: 


““COMMUNIQUE 

“The Governments of France, the United Kingdom, the 
United States and the U.S.S.R. have agreed that the follow- 
ing measures under (A) and (B) shall be put into effect 
simultaneously, and have approved detailed arrangements 
for their implementation jointly worked out by the four 
military governors. 

“(A) The restrictions which have recently been imposed 
on communications, transport and commerce between Berlin 
and the Western zones and between the various zones of 
Germany shall be lifted, and freedom of communications, 
transport and commerce shall be maintained. 

“(B) The German mark of the Soviet zone shall be ac- 
cepted, on the basis agreed between the four military gov- 
ernors, as the sole currency for Berlin and the Western mark 
‘B’ shall be simultaneously withdrawn from circulation in 
Berlin. 

“The four Governments have also agreed that in addition 
to meetings of the four military governors, meetings among 
representatives of the four Governments in the form of the 
Council of Foreign Ministers or other conferences of repre- 
sentatives of the four powers shall be held in the near future 
to discuss: 

“(1) Any outstanding questions regarding Berlin, and 
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(2) any other outstanding problems affecting Germany as a 
whole.” 


“DIRECTIVE 

“The Governments of France, the United Kingdom, the 
United States, and the U.S.S.R. have decided that, subject to 
agreement being reached among the four military governors 
in Berlin for their practical implementation, the following 
steps shall be taken simultaneously: 

“(A) Restrictions on communications, transport and com- 
merce between Berlin and the Western zones and to and from 
the Soviet zone of Germany which have recently been im- 
posed shall be lifted; 


“(B) The German mark of the Soviet zone shall be intro- | 


duced as the sole currency for Berlin, and the Western mark B 
shall be withdrawn from circulation in Berlin. 

“In connection with the above you are instructed to con- 
sult together with your colleagues so as to make, in the short- 
est time possible, the detailed arrangements necessary for the 
implementation of these decisions, and to inform your gov- 
ernment not later than September 7 of the results of your dis- 
cussions, including the exact date on which the measures 
under (A) and (B) above can be brought into effect. The 
four military governors will work out arrangements involved 
in the introduction of the German mark of the Soviet zone 
in Berlin. 

“The arrangements relating to the currency changeover 
and to the continued provision and use in Berlin of the Ger- 
man mark of the Soviet zone shall insure: 

“(a) No discrimination or action against holders of West- 
ern marks B in connection with the exchange of those Western 
marks issued in Berlin. These shall be accepted for exchange 
for German marks of the Soviet zone at the rate of one for one; 

“(b) Equal treatment as to currency and provision of fully 
accessible banking and credit facilities throughout all sectors 
of Berlin. The four military governors are charged with pro- 
viding adequate safeguards to prevent the use in Berlin of the 
German mark of the Soviet zone from leading to disorganizing 
currency circulation or disrupting the stability of currency in 
the Soviet zone; 

“(c) A satisfactory basis for trade between Berlin and third 
countries and the Western zones of Germany. Modification of 
this agreed basis to be made only by agreement among the 
four military governors; 

“(d) The provision of sufficient currency for budgetary 
purposes and for occupation costs, reduced to the greatest ex- 
tent possible, and also the balancing of the Berlin budget. 

“The regulation of currency circulation in Berlin is to be 
undertaken by the German bank of emission of the Soviet zone 
through the medium of the credit establishments operating at 
present in Berlin. 

“A financial commission of representatives of the four mili- 
tary governors shall be set up to control the practical imple- 
mentation of the financial arrangements indicated above, in- 
volved in the introduction and continued circulation of a 
single currency in Berlin.” 

During this discussion, as during previous ones, Molotov 
endeavored again, without success, to insert some provision 
into the communiqué that would tie the hands of the Western 
Governments with respect to the London decisions. The most 
noteworthy feature of this particular conversation was that he 
reversed completely his former position that details about the 
currency should be settled and agreed in Moscow before any 
reference to the military governors in Berlin. 

After a final review by the several Governments it was 
arranged with Molotov on August 30 that the directive to 
the military governors be dispatched to them by midnight 
calling for a report from them by September 7. 

Although the directive was finally agreed and sent, it was 
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not possible to reach final agreement on the ultimate draft 
communiqué, because Molotov still insisted on a final para- 
graph concerning the London decisions. 

Smith told him that, regardless of the finally agreed text, 
when the communiqué was made public we would be obliged 
to publish a statement that the agreement represented by it 
was entered into without prejudice to the coequal rights, 
duties and obligations of the Western occupying powers in 
Berlin. Molotov’s reply to this was that the position of the 
Soviet Government was well known and that it would un- 
doubtedly make a similar public reservation. 

The attitude of the Soviet representatives at this August 
27 conference was less pleasant than hitherto. The Western 
representatives referred to the disturbed situation in Berlin 
and pointed out the desirability of maintaining a peaceful 
atmosphere during the deliberations of the military governors. 
Molotov declined to pursue the matter further, stating that 
the Soviet military governor already had his instructions. 
It was impossible to issue any interim communiqué to inform 
the public that technical questions were being referred to 
Berlin because Molotov refused to agree to any text for it 
except in his own terms. He tried to extend the period for 
discussion in Berlin to September 10, being reluctant to 
agree to limit the discussions to one week ending September 7. 

The directive finally dispatched to the military governors 
was one on which it might be possible to work out a solu- 
tion of the technical details if the Soviet authorities did in 
fact wish to settle the Berlin crisis. Whether this was so 
remained to be seen during the course of the discussions in 
Berlin. 


THE TECHNICAL DISCUSSIONS IN BERLIN 

On August 31 the four commanders and their staffs met for 
the first time to work out, under instructions from their Gov- 
ernments, the implementation of the directive. They con- 
tinued these meetings daily throughout the week allotted for 
the Berlin discussions. 

It soon became apparent that Marshal Sokolovsky was not 
ready to honor the understandings reached in Moscow. Dur- 
ing the course of the meetings it was evident that he was 
seeking to increase, rather than to decrease, the restrictions 
on transport, and also to eliminate any measure of quadri- 
partite control over the German bank of issue for the Soviet 
zone with respect to Berlin, and to assert for the Soviet mili- 
tary authority sole jurisdiction over the trade between Berlin 
and the Western zones of Germany as well as third countries. 

With respect to the transport restrictions, Sokolovsky be- 
gan by declaring that he would agree to removal of only those 
restrictions imposed after June 18, the date of the currency 
reform, This position was taken in spite of Stalin’s categorical 
statement on August 23 that under the final wording of the 
directive any restrictions imposed before that date would also 
be removed. Sokolovsky even endeavored to discuss the im- 
position of new restrictions on the existing air traffic. When 
the Western commanders sought to discuss freedom of pas- 
sage for military trains, the condition of the railroad tracks, 
and the need of more paths, Sokolovsky began by declining 
to discuss rail traffic unless the Western commanders would 
agree to discuss the imposition of new restrictions on the 
existing air traffic. General Clay and his colleagues refused 
to do this, pointing out that the directive referred only to the 
removal of existing restrictions, not to the imposition of new 
ones. In justifying his adherence to the date of June 18, Soko- 
lovsky argued that since traffic restrictions were being re- 
moved in exchange for the currency provisions of the directive, 
the latter must refer only to traffic restrictions imposed after 
the Western currency reform of June 18; he went on to say 
that traffic restrictions imposed before that date were con- 
nected with the London Conference. He later receded from 
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his initial position on this point, but continued to try to put 
new limitations on the existing air traffic. 

With respect to the provisions of the directive concerning 
the currency itself, Sokolovsky took the position (despite the 
clear understanding confirmed by Stalin in Moscow), that the 
proposed four-power financial commission should have no 
authority whatever to control the operations of the German 
bank of issue with respect to Berlin, Yet without such authority 
over the institution issuing, and promulgating regulations con- 
cerning, the currency of Berlin it is obvious that the financial! 
commission would have been quite incapable of discharging 
the function assigned to it in the directive, i.e. controlling the 
practical implementation of the financial arrangements in- 
volved in the introduction and continued circulation of a 
single currency in Berlin. Sokolovsky’s repudiation of the 
understanding reached on this point with Stalin in Moscow 
was sufficient in itself to frustrate any agreement upon genuine 
quadripartite administration of the currency of Berlin, quite 
aside from other differences which arose concerning the de- 
tailed financial arrangements for Berlin. 

With respect to trade arrangements between Berlin and 
the Western zones of Germany and third countries, Sokolov- 
sky asserted for the Soviet authorities the exclusive right to 
control such trade. This claim obviously contradicted the 
clear meaning of the agreed directive to the four military 
governors, and in no way constituted a reasonable approach 
to the problem of working out.a mutually “satisfactory basis” 
for the trade of Berlin. 

Marshal Sokolovsky in Berlin thus took a position con- 
trary to the explicit assurances given by Stalin in Moscow, 
with respect to transport restrictions, currency and _ trade. 
Moreover, he manifested increasingly an attitude of indiffer- 
ence about the progress or failure of the negotiations. 

The week of technical discussion in Berlin thus proved even 
more futile and frustrating than the month of negotiations 
in Moscow. 

The military governors were unable to submit an agreed 
report; Marshal Sokolovsky remarked that there was nothing 
to report. 


A NEW AIDE-MEMOIRE 

The three Governments therefore instructed their repre- 
sentatives in Moscow to deliver the following aide-memoire 
to Stalin and Molotov: 

“1. The Governments of France, the United Kingdom and 
the United States having received and studied reports from 
their military governors of the discussions in Berlin find it 
necessary to draw the attention of the Soviet Government to 
the fact that the position adopted by the Soviet military gov- 
ernor during the meetings in Berlin on a number of points 
deviate from the principles agreed at Moscow between the 
four Governments and contained in the agreed directive to the 
four military governors. As the Soviet Government is aware. 
the terms of this directive were finally agreed after long and 
careful consideration, and after clarifications as to interpre- 
tation had been received from the Soviet Government. 

“2. The specific issues on which in the opinion of the Gov- 
ernments of France, the United Kingdom and the United 
States, the Soviet military governor has departed from the 
understandings reached at Moscow relate to: (1) restrictions 
on communications, transport and commerce between Berlin 
and the Western zones; (2) the authority and functions of 
the financial commission, and in particular its relation to the 
German bank of emission; and (3) the control of the trade of 
Berlin. 

“3. As to the first, the Soviet military governor has pre- 
sented a proposal which falls outside the agreed principle that 
the restrictions which have recently been imposed on com- 
munications, transport and commerce be lifted. He has pro- 
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posed that restrictions upon air traffic, not heretofore existing, 
should now be imposed, and in particular that air traffic to 
Berlin should be strictly limited to that necessary to mect the 
needs of the military forces of occupation. 

“4. As the Soviet Government is aware, the directive makes 
no mention of air transport and this question was not dis. 
cussed at.Moscow. The directive reads: ‘restrictions on com- 
munications, transport, and commerce between Berlin and 
the Western zones and to and from the Soviet zone of Ger- 
many which have recently been imposed shall be lifted.’ There 
have been and are no such restrictions on air traffic. The 
purpose of the directive is to lift restrictions and not to impose 
new ones. The proposal of the Soviet commander in chief, 
therefore, falls outside the scope of the present discussions and 
is unacceptable. 

“5. Secondly, on the question of the authority and func. 
tions of the financial commission there should be not the 
slightest grounds for any misunderstanding. At the meeting 
on August 23 attended by Premier Stalin and Mr. Molotov and 
the representatives of the Governments of France, the United 
Kingdom and the United States, the intention of the directive 
in regard to the powers of the financial commission including 
its power to control the operations in Berlin of the German 
bank of emission was clearly and specifically confirmed by 
Premier Stalin. The Soviet military governor has refused to 
accept both the meaning of the directive and the clear under- 
standing of the four powers reached at Moscow. 

“6. Thirdly, there is the question of the control of the trade 
of Berlin. The position of the Soviet military governor during 
the discussions in Berlin in regard to matters relating to the 
control of trade between Berlin and the Western zones of 
Germany amounts to a claim for exclusive Soviet authority 
over such matters. Such a claim is a contradiction of the spirit 
and meaning of the directive to the four military governors 
to which the four Governments gave their approval and is 
therefore unacceptable. 

“7. In bringing these major points of difference to the 
notice of the Soviet Government, the Governments of United 
States, the United Kingdom and France do not wish to imply 
that these are the only points of difference which have arisen 
during the conversations in Berlin. 

“8. The Governments of France, the United Kingdom and 
the United States have understood clearly the principles 
agreed to in Moscow and the assurances given by Premier 
Stalin. Their military governors in Berlin have acted in ac- 
cordance with those principles and assurances. The position 
taken by the Soviet military governor, on the contrary, has 
constituted a departure from what was agreed in Moscow and 
strikes at the very foundation upon which these discussions 
were undertaken. The divergencies which have accordingly 
arisen on these questions are so serious that the Governments 
of France, the United Kingdom and the United States feel 
compelled to inquire whether the Soviet Government is pre- 
pared to affirm the understandings outlined herein and to 
issue the necessary instructions to the Soviet military gov- 
ernor, confirming the agreed intention of the directive in re- 
gard to: 

“(a) the lifting of all restrictions on communications, 
transport and commerce imposed after March 30, 1948, with- 
out imposition of any new air or other restrictions; and 

“(b) the control by the financial commission of the finan- 
cial arrangements contemplated in the agreed directive, in- 
cluding control of the operations of the bank of emission with 
respect to Berlin as specifically confirmed by Premier Stalin; 
and 

“(e) a satisfactory basis for trade between Berlin and third 
countries and the Western zones of Germany in accordance 
with an agreement to be reached between the four military 
governors which does not involve the unilateral control of 
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A Report on the Moscou Discussions 





igych trade by the Soviet Trade Administration and which 


recognizes the right of each of the occupying powers to im- 
ort in fulfillment of their respective responsibilities, and to 


‘control the proceeds from, food and fuel imported for the use 
‘of the Berlin population and industry. 


“They believe that only if the steps proposed in the aide- 
memoire are taken would it be possible for the military gov- 
emors to continue their discussions.” 

Stalin being out of town and unavailable, this aide-memoire 
was delivered to Mr. Molotov by the three Western envoys 
on September 14. 

Molotov expressed the view that progress could be fa- 
cilitated if, instead of an immediate exchange of communica- 
tions at the government level, the military governors were first 
to prepare an agreed report of their discussions; and he pro- 
posed that they be given two days to do this. The Western 
envoys pointed out that the military governors had already 
found it impossible to agree on such a joint report. Molotov 
then reluctantly agreed to submit the aide-memoire to his 
Government for study and reply. 

On September 18, Mr. Molotov invited the Western envoys 
to the Kremlin and handed them the Soviet Government’s 
reply, which was likewise in the form of an aide-memoire. 
The text was as follows: 

“1, The Government of the U.S.S.R. has acquainted itself 
with the aide-memoire dated September 14 last of the Gov- 
ernments of France, the United Kingdom and the U. S., which 
gives a unilateral account of the course of discussions between 
the four military governors in Berlin and which presents in- 
correctly the position adopted by the Soviet Military Govern- 
ment during those discussions. 

“The Soviet Government believes that consideration of the 
difference referred to in the said aide-memoire, which arose 
during the Berlin discussions in regard to the interpretation 
of the directive to the military governors would have been 
facilitated and expedited had the four military governors 
submitted to their Governments a joint report with an ac- 
count of the course of discussions. In that event the discus- 
sions in Moscow would not have been based on any unilateral 
communications but on an accurate statement of the positions 
adopted by all four military governors both on points already 
agreed between them and on points left outstanding. Since, 
however, the representatives of the three governments have 
refused to follow that method of discussion, the Soviet Gov- 
emment finds it necessary to reply to the questions raised in 
the aide-memoire. 

“The aide-memoire of September 14 réfers to the follow- 
ing 3 questions: (1) Restrictions on communications, trans- 
port and commerce between Berlin and the Western zones; 
(2) the authority and functions of the financial commission, 
and in particular its relation to the German bank of emission; 
(3) the control of the trade of Berlin. At the same time it is 
asserted that the Soviet military governor allegedly deviated 
from the understanding reached on these questions in Moscow. 

“The Soviet Government believes this assertion to be with- 
out foundation because during the Berlin discussions the 
Soviet military governor strictly followed the agreed directive 
and the clarifications which had been given by Soviet Govern- 
ment when it was being drawn up in Moscow. Study by the 
Soviet Government of all materials relating to the Berlin 
discussions has shown that the reason for the differences which 
arose during the Berlin discussions lies in the desire of the 
U.S., the U. K. and the French military governors to interpret 
the directive agreed upon in Moscow in a unilateral manner 
and to give it an interpretation which had not been implied 
when it was being drawn up and which constitutes a viola- 
tion of the directive, and with this the Soviet Government is 
unable to agree. 

“2. The directive to the four military governors states the 
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following in regard to the first question referred to in the 
aide-memoire of September 14: ‘restrictions on communica- 
tions, transport and commerce between Berlin and the West- 
ern zones and on the traffic of goods to and from the Soviet 
zone of Germany which have recently been imposed shall be 
lifted.’ 

“The concrete proposals submitted by the Soviet military 
governor on this point are in full conformity with the 
directive and have for their purpose the lifting of all restric- 
tions on communications, transport and commerce, which 
have been imposed after March 30, 1948, as was stipulated 
when the directive was drawn up. During consideration of 
this question on the Soviet military governor pointed to the 
necessity of the other three military governors complying 
strictly with the regulations imposed by the Control Council’s 
decision of Nov. 30, 1945, on air traffic for the needs of 
the occupation forces and this had never been disputed by 
any of the military governors since the adoption of these 
regulations three years ago. There is no foundation whatso- 
ever for regarding this justified demand of the Soviet military 
governor as an imposition of new restrictions on air traffic, 
because these regulations had been imposed as far back as 
1945 and not after March 30, 1948. Nevertheless, the U. S. A. 
has attempted to deny the necessity of observing the regula- 
tions which had been imposed by the Control Council on air 
traffic of the occupation forces and which remain in force to 
this very day. 

“In view of the above, the Soviet Government believes that 
the position of the Soviet military governor on this question 
is absolutely correct, while the position of the U. S. A. military 
governor, far from being based on the agreed directive, is 
in contradiction with it. An interpretation to the contrary 
might lead to an arbitrary denial of any decision previously 
agreed upon by the Control Council, and to this the Soviet 
Government cannot give its assent. 

“3. The directive to the military governors also contains a 
clear statement regarding the authority and functions of the 
financial commission and regarding the German bank of 
emission: (There followed the text of this portion of the 
directive, as given on page 71). 

“This directive was drawn up in full conformity with the 
preliminary clarifications on this matter made by Premier J. 
V. Stalin on August 23, and referred to in the above-men- 
tioned aide-memoire. 

“It will be seen from the above text that the authority and 
functions of the financial commission and of the German bank 
of emission are precisely laid down in the directive, and it 
was by this that the Soviet military governor was guided. 
According to that directive and to the understanding reached 
in Moscow by the four powers, the financial commission 
should not exercisé control over all operations of the bank of 
emission in regard to Berlin, but only over those operations of 
the bank of emission in Berlin which are specifically provided 


Footnote to Paragraph 2 of Soviet aide-memoire presented on 
September 18: 

The facts with respect to the Control Council’s November 30, 
1945, decision are as follows: 

During the discussion prior to the establishment of air corridors 
in 1945 the Soviet military authorities in Berlin had in fact sug- 
gested that the traffic in the corridors should be limited to the 
needs of the military forces. The Allied Control Authority (Allied 
Control Council) did not accept this Soviet proposal and the 
traffic in the corridors has since then been subject only to agreed 
safety regulations. No restrictions whatever were in existence on the 
use by aircraft of the occupying powers of air communications in 
the corridors between Berlin and the Western zones of Germany 
on or before March 30, 1948. 

This fact was specifically pointed out to Mr. Molotov by the 
British envoy, Mr. Roberts, immediately upon the receipt and 
reading of the aide-memoire handed to the Western representatives 
by Mr. Molotov on September 18, 1948. 
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for in paragraphs (A), (B), (C), and (D) of the directive. 
The proposal to establish control of the financial commission 
over the whole activity of the German bank of emission in 
Berlin was not accepted during the discussion of this ques- 
tion in Moscow because this would have led to such inter- 
ference on the part of the financial commission in matters of 
the regulation of currency circulation as is incompatible with 
the Soviet administration’s responsibility for the regulation of 
currency circulation in the Soviet zone of occupation. 

“Accordingly, the Soviet Government cannot agree to the 
incorrect interpretation of the agreed directive given in the 
aide-memoire of the Governments of France, the U. K. and 
the U.S. A., and believes it necessary that the directive should 
be strictly followed. 

“4. As to trade, the previously agreed directive is confined 
to an instruction to the military governors to work out a 
satisfactory basis for trade between Berlin and third countries 
and the Western zone of Germany. It will be recalled that 
on August 23 during the discussions in Moscow, the Soviet 
Government submitted a definite proposal on this subject, but 
the question was not considered in detail and was referred to 
the military governors for discussion. 

“The proposals on this subject made by the Soviet military 
governor give no reason to assert that they are a contradiction 
of the spirit and meaning of the agreed directive. On the con- 
trary, the intention of those proposals is to have the directive 
fulfilled in accordance with the agreements reached in 
Moscow. 

“However, for the purpose of expediting the drawing up 
of practical arrangements in Berlin the Soviet Government 
proposes that the military governors be given more detailed 
instructions on this matter than those contained in the agreed 
directive. The Soviet Government agrees to have trade be- 
tween Berlin and third countries and the Western zones of 
Germany placed under the control of the quadripartite finan- 
cial commission, which control should provide at the same 
time for the maintenance of the existing procedure regarding 
the traffic of goods in and out of Berlin under license of the 
Soviet military administration. The Soviet Government be- 
lieves that such an instruction would be of help in the drawing 
up of a concrete agreement on matters of trade with Berlin. 

“DS. The Soviet Government believes that discussions be- 
tween the military governors in Berlin can yield positive re- 
sults only in the event that all the military governors follow 
strictly the directives and instructions agreed between the 
Governments of France, the U.K., and U.S. and the 
U.S. 5S. R.” 

The Western envoys after reading this document, stated 
that they would submit it to their governments for consider- 
ation, but warned that it would scarcely be acceptable. 

After studying the reply just quoted, the three governments 
delivered to the Soviet embassies in Washington, London and 
Paris on September 22, 1948, identical third-person notes in 
the following text: 

“(1) The Government of the United States, together with 
the Governments of France and the United Kingdom, has 
now reviewed the discussions which have taken place on the 
Berlin situation and which have culminated in the Soviet reply 
of September 18 to the aide-memoire of the three Govern- 
ments of September 14, 1948. 

“(2) The three Governments find that the Soviet unwill- 
ingness to accept previous agreements, to which reference is 
made in their aide-memoire of September 14, is still prevent- 
ing a settlement. The reply of the Soviet Government in its 
aide-memoire of September 18 is unsatisfactory. 

“(3) The final position of the three Governments on the 
specific points at issue is as follows: 

(A) They cannot accept the imposition of any restrictions 
on air traffic between Berlin and the Western zones. 
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(B) They insist that the finance commission must contr] 
the activities of the German bank of emission of the Sovig 
zone in so far as they relate to the financial arrangements fo; 
the introduction and continued use of the Soviet-zone mak 
as the sole currency in the city of Berlin. 

(C) They insist that trade between Berlin and the Westen 
zones and other countries must be under quadripartite control 
including the issuance of licenses. | 

“(4) After more than six weeks of discussion, the Gover. 
ments of the United States, France and the United Kingdom 
feel that the Soviet Government is now fully acquainted with 
the position of the three Governments, and that further dis. 
cussions on the present basis would be useless. 

“(5) It is clear that the difficulties that have arisen in the 
attempts to arrive at practical arrangements which would 
restore normal conditions in Berlin derive not from technical 
matters but from a fundamental difference of views between 
the Governments of the United States, France and the United 
Kingdom, and the Soviet Government as to the rights and 
obligations of the occupying powers in Berlin, their right to 
have access by air, rail, water and road to Berlin and to 
participate in the administration of the affairs of the city of 
Berlin. The blockade imposed by the Soviet authorities to- 
gether with other of their acts in Berlin are in violation of the 
rights of the three Western occupying powers. 

“(6) Accordingly the Government of the United States, in 
agreement with the Governments of France and the United 
Kingdom, asks the Soviet Government whether, in order to 
create conditions which would permit a continuance of dis- 
cussions, it is now prepared to remove the blockade measures, 
thus restoring the right of the three Western occupying 
powers to free communications by rail, water, and road, and 
to specify the date on which this will be done. 

“(7) The Foreign Ministers of the three Governments will 
be meeting shortly in Paris, and they will be glad to have the 
reply of the Soviet Government as soon as possible.” 


SOVIET NOTE OF SEPTEMBER 25 

On September 25, the Soviet Ambassador in Washington 
delivered to the Acting Secretary of State the following reply 
of the Soviet Government to the third-person note of Septem- 
ber 22, 1948: 

“1. The Government of the Union of Soviet Socialist Re- 
publics has acquainted itself with the note of the Government 
of the U.S. A. of September 22, 1948 concerning the nego- 
tiations of the four powers which have taken place in Moscow 
and Berlin on the question of the introduction of the German 
mark of the Soviet zone as the sole currency in Berlin and con- 
cerning the removal of the restrictions on communications, 
transport and trade between Berlin and the Western zones of 
Germany. 

“In connection with this the Soviet Government considers 
it necessary to declare that the position taken by the Govern- 
ment of the U.S. A. not only does not facilitate but on the 
contrary complicates the reaching of agreement concerning 
the settlement of the situation which has arisen in Berlin as 
a result of carrying out of a separate currency reform and the 
introduction of a separate currency in the Western zones of 
Germany and in the Western sectors of Berlin, which con- 
stituted an extreme and most far-reaching measure in execu- 
tion of the policy of partitioning Germany being carried out 
by the Governments of the U. S. A., Great Britain and France. 

“2. In its note the Government of the U.S. A. refers to 
three disputed questions which were mentioned by the 
Governments of the U.S. A., Great Britain and France in the 
aide-memoire of September 14 and by the Government of the 
U.S.S.R. in the aide-memoire of September 18, 1948. 

“The Government of the United States of America states 
that the continuation of the negotiations on the above-men- 
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A Report on the Moscow Discussions 





joned questions on the present basis would be useless and 
onsiders that in order to create the conditions which would 
pemit a continuation of the negotiations, there would have to 
be a removal of the temporary transport restrictions between 
Berlin and the Western zones which were introduced by the 
Soviet command for the purpose of protecting the interests 
of the German population as well as the economy of the Soviet 
zone of occupation and of Berlin itself. 

“Such a statement of the Government of the U.S. A. is in 
direct conflict with the agreement reached on August 30 in 
Moscow between the four governments (the directive to the 
military governors), in which it was stated: 

“‘The Governments of France, the United Kingdom, the 
United States, and the U.S.S.R. have decided that, subject 
to agreement being reached among the four military gover- 
nors in Berlin for their practical implementation, the follow- 
ing steps shall be taken simultaneously: 

“*(a) Restrictions on communications, transport and com- 
merce between Berlin and the Western zones, and also on 
the movement of cargoes to and from the Soviet zone of 
Germany, which have recently been imposed, shall be lifted; 
“*(b) The German mark of the Soviet zone shall be intro- 
duced as the sole currency for Berlin, and the Western mark 
B shall be withdrawn from circulation in Berlin.’ 

“From the text of the agreement cited above it is evident 
that the four Governments agreed during the negotiations: in 
Moscow on the simultaneous lifting of restrictions on trade 
and communications between Berlin and the Western zones 
and introduction of the German mark of the Soviet zone as 
the sole currency in Berlin. The Soviet Government insists on 
this, since the situation created by the separate measures of 
the Western powers means that the three governments are not 
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limiting themselves to their sovereign administration of the 
Western zones of Germany but wish at the same time to ad- 


| minister in currency and financial matters the Soviet zone of 


occupation as well, by means of introducing into Berlin, 
which is in the center of the Soviet zone, their separate cur- 
rency and thus disrupting the economy of the Eastern zone of 
Germany and in the last analysis forcing the U.S.S.R. to 
withdraw therefrom. 

“The Soviet Government considers it necessary that the 
agreement reached in Moscow be carried out and considers 
that further negotiations can be successful only in the event 


- that the other three Governments likewise observe that agree- 


ment. If the Government of the U. S. A. repudiates the agree- 
ment reached on August 30, only one conclusion can be drawn 
therefrom: namely, that the Government of the U. S. A. does 
not wish any agreement between the U.S. S.R., the U.S. A., 
Great Britain and France for the settlement of the situation 
in Berlin. 

“3. Inasmuch as the position of the Governments of the 
U.S. A., Great Britain and France on the three disputed 
points was set forth in the note of September 22, the Soviet 
Government considers it necessary to do likewise: 

“(A) As regards air communication between Berlin and the 
Western zones, the establishment by the Soviet command of 


-a control over the transport of commercial cargoes and pas- 


sengers is just as necessary in this case as in the case of rail- 
way, water and highway transport. The air routes cannot 
remain uncontrolled, since an understanding has been reached 
between the four Governments to the effect that the agree- 
ment must envisage the establishment of a corresponding 
control over currency circulation in Berlin and the trade of 
Berlin with the Western zones. 

“(B) In the directive to the military governors adopted by 
the four Governments on August 30 the functions of control 
by the four-power financial commission of the execution of 
financial measures connected with the introduction and cir- 
culation of a single currency in Berlin were explicitly pro- 
vided for. 

“The Soviet Government considers it necessary that this 
agreement be carried out, including the maximum reduction 
of occupation costs in Berlin and the establishment of a 
balanced budget in Berlin (not considered up to this time in 
the Berlin conversations), which were provided for in that 
agreement. 

“(C) The Soviet Government has already expressed its 
agreement that trade between Berlin, third countries and the 
Western zones of Germany should be placed under the control 
of the four-power financial commission. The Soviet Govern- 
ment now declares its readiness to agree to the establishment 
of four-power control likewise over the issuance of import 
and export licenses, provided agreement is reached on all 
other questions. 

“4. Thus the reaching of agreement about the situation in 
Berlin now depends above all on whether the Governments 
of Great Britain, the United States of America and France are 
seeking such agreement.” 





THREE-POWER NOTE TO 


(Text of note addressed to the Soviet Government on 
September 26 by the Governments of the United States, 
the United Kingdom, and France) 


“1. The Governments of the United States, France and the 
United Kingdom, conscious of their obligations under the 
Charter of the United Nations to settle disputes by peaceful 


| Means, took the initiative on July 30, 1948, in approaching 


the Soviet Government for informal discussions in Moscow 


_ in order to explore every possibility of adjusting a dangerous 


situation which had arisen by reason of measures taken by the 
Soviet Government directly challenging the rights of the other 
Occupying powers in Berlin. These measures, persistently 
pursued, amounted to a blockade of land and water transport 
and communication between the Western zones of Germany 


_ and Berlin which not only endangered the maintenance of the 


forces of occupation of the United States, France and the 
United Kingdom in that city but also jeopardized the discharge 
y those Governments of their duties as occupying powers 
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RUSSIA ON SEPTEMBER 26 


through the threat of starvation, disease and economic ruin 
for the population of Berlin. 

“2. The Governments of the United States, France and 
the United Kingdom have explicitly maintained the position 
that they could accept no arrangement which would deny 
or impair the rights in Berlin acquired by them through the 
defeat and unconditional surrender of Germany and by four- 
power agreements, They were, however, willing to work out 
in good faith any practical arrangements, consistent with 
their rights and duties, for restoring to normal the situation 
in Berlin, including the problems presented by the existence of 
two currencies in that city. 

“3. After long and patient discussion, agreement was 
arrived at in Moscow on a directive to the four military 
governors under which the restrictive measures placed by 
the Soviet Military Government upon transport and communi- 
cations between the Western zones and Berlin would be lifted 
simultaneously with the introduction of the German mark of 
the Soviet zone as the sole currency for Berlin under four- 
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power control of its issue and continued use in Berlin. 

“4. In connection with the lifting of restrictions and the 
maintenance of freedom of communication and the transport 
of persons and goods between Berlin and the Western zones, 
the agreed directive provided that restrictions recently 
imposed should be lifted. Generalissimo Stalin during the 
discussions personally confirmed that this meant the removal 
also of any restrictions imposed prior to June 18, 1948. 

“In connection with the currency situation in Berlin, the 
Soviet authorities insisted that the German mark of the Soviet 
zone be accepted as the sole currency for Berlin. The three 
Western occupying powers declared that they were ready to 
withdraw from circulation in Berlin the Western mark “B” 
issued in that city and to accept the German mark of the 
Soviet zone subject to four-power control over its issuance, 
circulation and continued use in Berlin (i.e., in Berlin only 
and not in the Soviet zone). After long discussions Generalis- 
simo Stalin, on Aug, 23, 1948, personally agreed to this four- 
power control and himself proposed the establishment of a 
four-power financial commission which would control the 
practical implementation of the financial arrangements in- 
volved in the introduction and continued circulation of a 
single currency in Berlin and which, Generalissimo Stalin 
specifically stated, would have the power to control the 
German bank of emission of the Soviet zone in so far as its 
operations with respect to Berlin were concerned. 

“5. It was with these understandings, personally confirmed 
by Generalissimo Stalin, that the agreed directive was sent 
to the four military governors in Berlin to work out the 
technical arrangements necessary to put it into effect. 

“6. Despite these clear understandings, the Soviet military 
governor made it plain in the discussions held by the four 
military governors that he was not prepared to abide by the 
agreed directive. 

“Although the directive called for the unqualified lifting 
ot the restrictions on transport and communications between 
the Western zones and Berlin, the Soviet military governor 
failed to comply. What is more, he demanded that restrictions 
should be imposed on air traffic. He endeavored to support 
his demand by a false interpretation of a decision of the 
Control Council of Nov. 30, 1945. Actually during the dis- 
cussions leading up to the decision of the Control Council 
of November, 1945, to establish air corridors the Soviet 
military authorities in Berlin had suggested that the traffic 
in the corridors should be limited to the needs of the mili- 
tary forces. Neither the Control Council, however, nor any 
other four-power body accepted this proposal and the traffic 
in the corridors has since been subject only to those safety 
regulations which were agreed on a four-power basis. Other 
than these agreed safety regulations, no restrictions whatso- 
ever have been or are in existence on the use by aircraft of 
the occupying powers of air communications in the corridors 
between Berlin and the Western zones of Germany. 

“In regard to four-power control] of the German mark of 
the Soviet zone in Berlin, the Soviet military governor refused 
to admit, despite the agreement in Moscow, that the financial 
commission should exercise control over the operations with 
respect to Berlin of the German bank of emission of the 
Soviet zone, 

“Furthermore, with respect to the question of the control 
of the trade of Berlin, the position of the Soviet military 
governor amounted to a claim for exclusive Soviet authority 
over the trade of Berlin with the Western zones of occupation 
and with foreign countries, This claim was a contradiction 
of the clear meaning of the agreed directive to the four 
military governors, 

“7. Even while discussions were in progress, the Soviet 
authorities in Berlin tolerated attempts on the part of minority 
groups sympathetic to their political aims forcibly to over- 
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throw the legal government of the city of Berlin, co:stitutel 
by democratic elections held under four-power supervisig, 
On August 30 the representatives of the three Westen] 
occupying powers in Moscow had drawn Mr. \olotoy; 
attention to the disturbed situation in Berlin, They siggestej 
that instructions be sent to the four military goveriors tha 
they should do all in their power to preserve a favorabk 
atmosphere in Berlin, but Mr. Molotov claimed tiaat sud 
instructions to the Soviet military governor were unnecessan, 
Nevertheless, after that date these attempts to overthrow th 
city government increased in violence, 

“8. On Sept. 14, 1948, the representatives of the Goven, 
ments of the United States, France and the United Kingdom, 
acting on specific instructions, called the attention of the 
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Soviet Government to the Soviet military governor’s cisregar 
of the agreements reached during the Moscow discussions and 
requested that he be instructed to give effect to them. 

“9. The Soviet Government’s reply of September 18, how. 
ever, upheld the Soviet military governor’s position, The 
Soviet Government further confirmed its intention to disregard 
its commitment to lift the restrictions imposed on transport 
and communications by seeking to impose restrictions which 
had not before been in effect. 

“With respect to trade, the Soviet requirement that the 
licensing of trade with Berlin be placed in the hands of the 
Soviet military authorities made plain the Soviet Governments 
intension to obtain exclusive control over the trade of Berlin, 

“As regards the powers of the four-power financial con- 
mission, the Soviet reply asserted that the Western occupying 
powers desired to establish contro] over all operations of the 
German bank of emission. In fact the United States, the 
United Kingdom and French military governors sought onl 
to secure the Soviet military governor’s acceptance of the 
agreed principle that the four-power financial commission 
should control the operations of the bank with respect to the 
financial arrangements relating to the currency changeover 
and to the continued provision and use of the German mark 
of the Soviet zone in the city of Berlin, (i.e., in Berlin only 
and not in the Soviet zone). In the light of Mr. Molotoy’s 
statements during the discussion of the Soviet reply, it became 
clear that no assurance was given that the Soviet military 
governor would be prepared to proceed on the previously 
agreed basis. Thus in this matter, as in others, the intention 
of the Soviet Government was manifestly to impose conditions 
nullifying the authority of the Western occupying powers and 
to acquire complete control over the city of Berlin. 

“10. For the Governments of the United Kingdom, the 
United States and France to continue discussions when funda- 
mental agreements previously reached had been disregarded 
by the Soviet Government would have been futile. It would 
have been equally fruitless to continue such discussions in 
the face of the unmistakable intention of the Soviet Govem- 
ment to undermine, and indeed to destroy, the rights of the 
three Governments as occupying powers in Berlin as a price 
for lifting the blockade, illegally imposed in the first instance 
and_ still unlawfully maintained. The three Governments 
therefore dispatched identical notes on September 22 to the 
Soviet Government. In those notes after restating their 
position on the specific points at issue they asked the Soviet 
Government whether it was prepared to remove the blockade 
measures which it had imposed and thereby to establish 
conditions which would permit a continuation of discussions. 

“11. The reply of the Soviet Government in its notes t 
the three Governments of the 25th September, 1948, 
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unsatisfactory, 

“As regards the introduction and continued circulation and 
use in Berlin of the German mark of the Soviet zone, the 
Soviet Government misrepresents the position of the three 
Western occupying powers, The latter have made it cleat 
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fom the outset that they do not desire to exercise any 


stituted control over the financial arrangement in the Soviet zone of 
rvisioggf ecupation, but are insisting on those conditions only which 
Westen would provide adequate four-power control over the financial 
folotoy’ yrangements for the introduction and continued circulation 
ig gested and use of the German mark of the Soviet zone as the sole 
ors thal currency in Berlin. 

ivorabk@ “As regards control of the trade of Berlin the Soviet 
at such Government contrary to its previous attitude now states its 
essary ff willingness to agree to the establishment of four-power control 
row the over the issuance of licenses for the import and export of 
gods provided that agreement is reached on all other 
Govern questions. It is clear, after more than six weeks of discussions, 
ingdom,§ om the Soviet Government's persistent refusal to remove 
of thelf the blockade measures and its continued insistence on other 
isregard™ conditions which would enable it to destroy the authority 
ons andj ad rights of the United Kingdom, the United States and 
france as Occupying powers in Berlin that this conditional 
8 how. concession is illusory, 

n. Thy “As regards air traffic between Berlin and the Western 
sregard gnes of Occupation, the Soviet Government, while neither 
anspor ff aiming nor withdrawing the demand for the particular 
; which restrictions put forward by the Soviet military governor during 
the discussions in Berlin and confirmed in its reply of Septem- 
hat theff ber 18, introduces another requirement to the effect that 
Of the transport by air of commercial freight and passengers must 
ument’s # be placed under the control of the Soviet command. 

Berlin. § “The Soviet Government’s note of September 25 therefore 
l com- ff not only ignores the request of the three Governments that 
upying f the blockade measures should be removed in order that condi- 
of the ff tions may be established which would permit the continuation 
es, the ff of discussions. It also seeks to impose restrictions on transport 
ht only # and communications between Berlin and the Western zones 
of the f which would place the maintenance of the forces of occupa- 
mission tion of the three Western occupying powers and the whole life 
to the f of the Berlin population within the arbitrary power of the 
igeover § Soviet command, thus enabling the Soviet military authori- 
1 mark ff ties to reimpose the blockade at any moment in the future 
n only if they so desired. 

lotov'sf “Accordingly it is apparent that the Soviet Government 
ecame F had no intention of carrying out the undertakings to which 
ailitary f it had subscribed during the Moscow discussions in August. 
viously J In the face of the expressed readiness of the Governments 
fention ot the United States, the United Kingdom and France to 
ditions f negotiate with the Soviet Government all outstanding ques- 
TS and § tions regarding Berlin and Germany as a whole in an atmos- 
phere free from duress, the Soviet Government has, in fact, 
n, the § persisted in using duress, It has resorted to acts of force 


_ rther than to the processes of peaceful settlement. It has 
rardec 


imposed and maintained illegal restrictions amounting to a 
blockade of Berlin. It has failed to work out in good faith 
four-power arrangements for the control of the currency of 
that city. Even while the Western occupying powers were 
seeking agreement on measures to implement the under- 
standings reached in Moscow, the Soviet military authorities 
condoned and encouraged attempts to overthrow the legally 
constituted municipal government of Berlin. These actions 
are plainly attempts to nullify unilaterally the rights.of the 
Western occupying powers in Berlin, which are coequal with 
those of the Soviet Union and like them are derived from the 
defeat and unconditional surrender: of Germany and from 
four-power agreements to which the Soviet Government is a 
._party. Moreover, the use of coercive pressure against the 
Western occupying powers is a clear violation of the principles 
of the Charter of the United Nations. 

“13. The issue between the Soviet Government and the 
Western occupying powers is therefore not that of technical 
difficulties in communications nor that of reaching agreement 
upon the conditions for the regulation of the currency for 
Berlin. The issue is that the Soviet Government has clearly 
shown by its actions that it is attempting by illegal and 
coercive measures in disregard of its obligations to secure 
political objectives to which it is not entitled and which it 
could not achieve by peaceful means, It has resorted to 
blockade measures; it has threatened the Berlin population 
with starvation, disease and economic ruin; it has tolerated 
disorders and attempted to overthrow the duly elected mu- 
nicipal government of Berlin. The attitude and conduct of the 
Soviet Government reveal sharply its purpose to continue its il- 
legal and coercive blockade and its unlawful actions designed 
to reduce the status of the United States, the United Kingdom 
and France as occupying powers in Berlin to one of complete 
subordination to Soviet rule, and thus to obtain absolute au- 
thority over the economic, political and social life of the peo- 
ple of Berlin, and to incorporate the city in the Soviet zone. 

“14. The Soviet Government has thereby taken upon itself 
sole responsibility for creating a situation in which further 
recourse to the means of settlement prescribed in Article 33 
of the Charter of the United Nations is not, in existing cir- 
cumstances, possible, and which constitutes a threat to 
international peace and security. In order that international 
peace and security may not be further endangered the 
Governments of the United States, the United Kingdom 
and France, therefore, while reserving to themselves full 
rights to take such measures as may be necessary to main- 
tain in these circumstances their position in Berlin, find 
themselves obliged to refer the action of the Soviet Govern- 
ment to the Security Council of the United Nations.” 
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me REPORT OF THE MILITARY GOVERNORS 
| price (Following is the report of the three Western military governors on the seventh 
stance and last meeting, September 7, of the series for technical discussions in Berlin, 
ments Marshal Vassily D. Sokolovsky, of the Soviet Union, was in the chair at this meet- 
to the ing. The other governors, or commanders in chief, are: Gen. Lucius D. Clay, 
theit United States; Gen. Sir Brian H. Robertson, Great Britain; and Lieut. Gen. Joseph- 
Soviet Pierre Koenig, France. 
ckade (This report is not part of the State Department's White Paper, above, but is 
ablish added here to help round out the reader's understanding of the Berlin crisis and 
sS10NS. its background. It amplifies the White Paper’s remarks about ‘‘The Technical Dis- 
ms to cussions in Berlin,’ which begin on page 71.) 
, 
i A beginning was made with the paper on trade put forward it in great detail. The cardinal point was the question asked by 
: pi bly the commerce sub-committee. General Koenig remarked Marshal Sokolovsky on Saturday, namely, “who was to regu- 





that the paper set out the difference in the points of view very 
dearly. General Robertson said it was not necessary to discuss 
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late trade between Berlin and the Western zones and foreign 
countries?” The Soviet version of the text clearly gave the 
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answer as the Soviet Military Administration which had to 
approve both trade agreements and licenses. He said that this 
did not constitute a satisfactory basis of trade from his 
point of view and he thought that the quadripartite super- 
visory body he had proposed on Saturday should fully safe- 
guard legitimate Soviet interests. Marshal Sokolovsky repeated 
what he had said on Saturday that trade with the Western 
zones and third countries should be conducted by the Mag- 
istrat [German city cabinet] and its agencies. The imports 
and exports should be by license issued by the SMA as 
he claimed had been done for the past three years. General 
Clay pointed out that the licensing arrangements by the 
SMA to which the Marshal referred were imaginary rather 
than real and in view of the basic difference revealed, pro- 
posed that the paragraph should be listed as a disagree- 
ment. General Robertson pointed out that so far as trade 
went, the Magistrat was controlled by the Kommandatura 
and all the SMA did was to issue automatic transit visas. 
After a small protest Sokolovsky confirmed that the point 
was disagreed. 

The next point concerned the balancing of trade between 
Berlin and the West and resolved itself into a discussion on the 
Soviet claim that food, fuel and power supplied to Berlin 
should not count in the trade balance. General Clay said that 
to balance raw material against finished products without tak- 
ing account of food and fuel was the queerest economic bal- 
ance he had ever heard. Marshal Sokolovsky finally admitted 
that ultimately Berlin trade might expand to a point where it 
could bear some of the burden but said this was not so at 
present. General Clay said that the Russian point of view was 
against mathematics when the Western powers bring in food 
and coal to support two-thirds of the Berlin population. 
Seventy per cent of Berlin’s industry is in the Western sectors. 
The finished products are worth approximately four times the 
value of the raw materials they bring into their production. 
Under the Soviet proposal of an equal balance only one fourth 
of the value of the finished products would go to the Western 
zones while three fourths would go to the Soviet zone except 
for payment for food and coal directly consumed in industrial 
production. It makes no economic sense to bring such raw 
materials to Berlin when they are worth four times as much in 
production in the Western zones. He was prepared for a 
reasonable proposal of a division of products in excess of the 
amount necessary to pay for the raw materials but could not 
agree to the Soviet proposal. This led to an argument on Ber- 
lin import and export statistics, but no agreement was reached 
and the point was left disagreed. 

The next serious point was that of payments and the 
question at issue was merely whether the agency should 
be the Stadtkontor [municipal bank] or the German emis- 
sion bank. This was* left in suspense pending a further ex- 
pert report. 

Discussion then passed to Section Two of the report dealing 
with the reactivation of previous supply agreements for Berlin. 
General Koenig remarked that this brought them back to the 
two fundamental points in the directive; whether the supply of 
food was a question of transport or commerce, the restrictions 
should be lifted. He demanded that the text of the Western 
experts should stand. It was in accordance with the directive 
which was perfectly clear. General Robertson asked Marshal 
Sokolovsky what basis he proposed other than the arrange- 
ments previously in force but the Marshal evaded the issue and 
said that the matter was purely one of commerce so that the 
differing opinions must be registered. 

The next point was Part Three of the report dealing with 
restrictions on trade between Berlin and the Soviet zone. It 
was generally agreed that these should be lifted but only, as 
General Clay said, when all the others were lifted. The ques- 
tion therefore was thus left in suspense. 
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Finally the question of interzonal trade was dealt with, 
(Part Four of the commerce paper). Apart from a preamble 
on the Western side, there is complete agreement on this and 
the experts were instructed to draft in final form in which the 
preamble appears as a footnote. 

The meeting then turned to the transport paper. Marshal 
Sokolovsky said that the experts had so far dealt only with yaiJ 
traffic and had not touched road, air and certain other ques. 
tions. He accordingly proposed to discuss rail traffic. General 
Koenig said that this question inevitably raised again the ques. 
tion of the date since which the restrictions had been imposed, 
If this was not to be discussed he must repeat that it was 
indispensable to lift the restrictions imposed since March 30, 
This was important because the Soviet expert had said that for 
him the date of restrictions was June 18. Marshal Sokolovsky 
then stated that in the Russian view the checking of passes 
was not a restriction. General Robertson asked him whether in 
that event he could accept the Western statements on the mili- 
tary trains subject to the checking of documents contained in 
Paragraph Four of the document. This produced a prolonged 
hesitation from the Marshal who showed some confusion in 
dealing with the text before him. 

At the conclusion, General Koenig thanked Marshal Soko- 
lovsky for his interesting proposal and asked him certain ques- 
tions. Firstly, would he provide an alternative route in case 
of difficulty on the Helmstedt route. Marshal Sokolovsky was 
evasive but appeared to indicate that the sixteen trains daily 
were guaranteed, General Koenig asked what was meant by 
“proof of identity.” It was understood that a personal identity 
card would have to be produced. Sokolovsky also agreed that 
the procedure could be evolved for dealing with money chang- 
ing for travel between the zones. Marshal Sokolovsky refused 
to discuss the question of the extra freight capacity required 
to make up losses since June 20. General Robertson only asked 
whether he would include the Allied military missions under 
Paragraph Four. Marshal Sokolovsky replied, at first affecting 
to think that he was referring to the U. S., British and French 
“missions” in Berlin. On being corrected he said that the Allied 
Control Authority no longer existed. Unless and until German 
unity was re-established and the Control Council again fune- 
tioned the missions must apply for visas to the Soviet authori- 
ties. 

General Robertson then said he would like a copy of the 
text and would study it carefully. General Clay asked whether 
once documents had been inspected at the demarkation line 
trains would be immune from further interference to which 
Marshal Sokolovsky answered “certainly.” 

General Clay then extracted from Marshal Sokolovsky an 
undertaking that Americans other than those employed by 
Military Government but authorized by Military Government 
to visit Berlin would be allowed to travel on military trains. 
There was then a slight reference to the air-travel question 
which arose in more definite form at the end of the meeting. 
General Clay also said that he would study the proposal care- 
fully. 

General Koenig then drew attention to water transport and 
it emerged that Marshal Sokolovsky was unwilling to give any 
undertaking that this would be open to unrestricted use for the 
supply of Berlin. He said that this had never been the subject 
of a general agreement but of specific arrangements in each 
case and he indicated that this procedure was not excluded 
in the future. He was not willing to include it generally in this 
agreement. 

At this point there was a recess and the meeting resumed at 
7:30 p.m. to deal with the latest version of the Finance Com 
mittee’s paper. Here again the Soviets made a number of con- 
cessions. They agreed that West marks belonging to the mili- 
tary personnel and military governments of the Westem 
powers in Berlin should be exchanged at one for one. Limits 
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were set on the amount to be so exchanged, a million B-marks 
each for the French and U. S. and three-fourths million for the 
British. Marshal Sokolovsky also offered to convert the hold- 
ings of the Magistrat, social-insurance agencies, etc., after 
deduction of sums granted by the Allied authorities. This was 
agreed by the British and French Commanders in Chief, but 
Ceneral Clay reserved his position pending discussion of the 
position of the Financial Commission. 

Marshal Sokolovsky then completely reversed his position 
on the paragraph dealing with cash exchanges and agreed to 
these being made without the limit of 500 marks which he has 
hitherto sought to impose. The discussion then turned on the 
intricate question of reichsmark accounts which was discussed 
at length. Considerable measure of understanding was 
reached and the matter finally hinged on the question of the 
investigation to be applied to these accounts supposing the 
Western Allies chose the procedure under the Soviet currency- 
reform law. Marshal Sokolovsky was ready to allow these ac- 
counts to be converted under the Western law without investi- 
gation, but was adamant that if conversion were under the 
Soviet law there must be investigation of accounts over 5,000 
marks. General Clay offered to allow the German emission 
bank to challenge any case originally investigated under the 
Western law and refer the matter to the Finance Commis- 
sion, but Marshal Sokolovsky would not accept this either. 
Finally both General Clay and General Robertson said they 
must reserve their position as regards allowing accounts al- 
ready checked in the Western sectors to be rechecked under 
the Soviet law although General Robertson indicated he 
thought it probably right to accept the Soviet law. General 
Koenig took the same position but wanted to think over the 
| figures involved. 
| The discussion then turned to the functions of the Finance 
Commission. General Robertson regretted that the paper put 

in by the British expert had not been considered but the work 
done on the French questionnaire had brought out certain im- 
portant points. He mentioned two questions, namely: 

(1) In order to be implemented in Berlin should the 
monetary policy of the German emission bank be ap- 
proved by the Commission and 

(2) Should these instructions (dealing with con- 
version) be approved beforehand by the Financial Com- 
mission and if not, which are those which must be 
approved and those which must not be approved. 

The Soviet expert had answered no to both these questions, 
which brought them back to the fundamental point. The Brit- 
ish Government understood that the Financial Commission 
was to be responsible for the practical implementation of the 
financial arrangements which included the supervision of the 
control of currency in Berlin by the German emission bank. 
He knew that Marshal Sokolovsky did not accept his point of 
view although General Clay’s statement of yesterday expressed 
it especially well. General Koenig said that his position was 
close to that of his British colleague and his instructions were 
clear on the point. 

General Robertson said that the British expert’s paper 


showed how the matter could be dealt with in a practical way 


on lines corresponding to the point of view he had expressed 


_ and without interfering with the German emission bank save 


in regard to its functions in Berlin so that the stability of So- 
viet-zone currency would be well protected. General Koenig 
then pointed out with regard to one provision in the paper, 
namely, that “unanimous decisions arrived at by the Finance 
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Commission will give the effect of law. Points of disagreement 
will be referred to military governors and if necessary to gov- 
emments” might well lead to a deadlock in which an urgent 
credit for the Magistrat or the Stadtkontor will be held up. 
General Koenig’s point was a very important point and Gen- 
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eral Robertson said that he wo. be ready to consider any 


proposal which General Koenig might have to make on the 
subject. 

Marshal Sokolovsky then suggested that the experts should 
be instructed to continue their work. General Robertson indi- 
cated that his instructions obliged him to insist upon a report 
today and there would be no time for the experts to make any 
progress. Before the matter of a report could be. carried 
further, General Clay begged leave to ask a question. He 
then reverted to Point Eight in Sokolovsky’s statement on 
the subject of air traffic and asked Sokolovsky to repeat 
his remark, which he did. General Clay then pointed out 
that the Control Council ruling refers to “the needs of the 
occupying powers” and not “the requirements of the occu- 
pation troops.” Marshal Sokolovsky then argued on the basis 
of the Control Council’s decision of Nov. 30, 1945, in which 
a Soviet statement had referred to the “needs of the occu- 
pying troops.” 

General Clay pointed out that under this Control Council 
decision the following was auihorized: “Flight over these 
routes (corridors) will be conducted without previous notice 
being given by aircraft of the nations governing Germany.” 
General Clay then asked if the Soviets were contending that 
on this basis commercial aircraft of the Western nations were 
not entitled to use the corridors. Marshal Sokolovsky replied 
that presumably they were not so entitled since only the needs 
of the occupation troops had been considered. General Clay 
further stated that the Soviet proposal was not in accordance 
with the directive. There had been no restrictions on the use 
of the corridors and there was no suggestion in the Moscow 
directive for the addition of restrictions. The directive in- 
tended to return the transport situation to that which existed 
before March. Recognizing the needs for safeguarding the 
movement of goods and currency, the American delegation 
proposed reasonable safeguards to accomplish this purpose. 
General Clay stated that he had been pleased to hear Marshal 
Sokolovsky’s proposal on transport for it went most of the way 
in meeting the requirements of the Moscow directive. How- 
ever, he could not accept any new restrictions on air traffic, 
nor was there anything in the directive which would justify 
such restrictions. 

They were also far apart on the trade agreement. All they 
ever offered at present was an agreement under the super- 
vision of the SMA. Another basic difference was over the 
financial Commission. Like his British and French colleagues, 
he had hoped for a joint report but he must report to his Gov- 
ernment in any case and ask for instructions to enable the re- 
sumption of negotiations in Berlin. He suggested that, in order 
to avoid giving the impression of a break, it should be indi- 
cated that the military governors, though not meeting, were 
considering the reports made to them. Marshal Sokolovsky, 
after making two minor points, then attacked General Clay on 
the subject of the Finance Commission by quoting the record 
of the conversation with Molotov on August 30 at considerable 
length. 

General Clay replied that he was not prepared to debate 
what the respective representatives had meant in Moscow 
but he personally relied on the statements made by the highest 
Soviet authority on August 23. He must now await instruc- 
tions which he hoped to receive quickly when he would advise 
his colleagues. General Robertson said his Government also 
would expect a report in order to review results to date. He 
would inform his colleagues when he was ready to renew dis- 
cussions and he agreed with General Clay as to the attitude 
to adopt in public. 

General Koenig said he was at his colleagues’ disposal at 
any time. The meeting then adjourned until summoned by any 
one of the Commanders in Chief. 
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Whnispers. 


Cabinet Fight Over Food Exports... Perén Search 
For Dollars...Military Coolness to New Lend-Lease 


Word is out in the military that the 
war season for 1948 is past, with the 
next danger period not earlier than 
summer, 1949. Any offensive move in 
Europe after mid-September runs into 
the transportation hazard of very bad 
roads, with Russia especially handi- 
capped. 


x * & 


George Marshall is acting very much 
on his own as the director of U.S. 
foreign policy at this critical time. He 
keeps President Truman informed of 
his policy decisions, but gets little or 
no direction from the President. 


xk * 


Mr. Marshall, James Forrestal, Secre- 
tary of Defense, and Robert Lovett. 
Under Secretary of State, are making 
most of the big executive decisions for 
the U.S. Government. The President, 
with a campaign on his hands, is able 
to take only casual interest in the 
day-by-day affairs of state. 


x *k 


U.S. military planners remain cool to 
the idea of revived Lend-Lease of 
military equipment to nations of 
Western Europe until many questions 
are answered concerning how that 
equipment would be used, and how 
strong assurances could be that the 
equipment would not quickly fall to 
Russia in event of real war. 


kkk 


Joseph Stalin and his aide, V. M. 
Molotov, became convinced by Rus- 
sian military leaders that winter will 
force Western nations out of Berlin. 
The apparent double cross of Western 
negotiators is related to the Russian 
idea that U.S. and Britain cannot 
supply Berlin through the winter. 


xx 


Neither U.S. nor British leaders are 
ready with decisions about what to do 
if Russia starts to interfere directly 
with air transport of goods to Berlin. 
Plans carry no further than to a 
United Nations debate over the right 
or wrong of Russia’s action in block- 
ading land routes to Berlin. 
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Britain’s argument over- socializing 
the steel industry revolves around the 
issue of expansion in steel capacity. 
Private industry sets a goal of 15,- 
000,000 to 16,000,000 tons of produc- 
tion while the Government insists that 
the goal must be 18,000,000 tons. Gov- 
ernment capital is needed for the 
larger expansion, with the Govern- 
ment wanting ownership if it puts up 
the money. 


xk * 


Herbert Hoover, former President, 1s 
prepared to recommend creation of 
two new Cabinet departments when 
he makes his report on reorganization 
of Government. 
Public Welfare and one of Public 
Works are to be proposed, with a 
woman probably to head a Depart- 
ment of Public Welfare if Congress 
creates it. 


xk * 


Earl Warren, of California, Republi- 
can vice-presidential candidate, still 
is without definite assurance of the 
type of full-time job he can have if 
elected. The planners are having diffi- 
culty devising an administrative job 
for the Vice President, who is inde- 
pendent both of Congress and of the 
White House. 


wk * 


J. Edgar Hoover, head of the Federal 
Bureau of Investigation, is getting as- 
surance from Republican leaders in 
Congress that he can keep his job in 
event of a Dewey Administration. Mr. 
Hoover has not been entirely happy 
over the role assigned him by the pres- 
ent Administration. 


* kt ox 


Senator Homer Ferguson, of Michi- 
gan, is slipping a bit from the top of 
the list of those from whom Mr. 
Dewey will make his choice of an At- 
torney General, in event of a Novem- 
ber victory. 


x * * 


Charles Sawyer, Secretary of Com- 
merce, is calling his own signals in 
his opposition to large exports of food- 


A Department of. 


stuffs on the ground that it will ho 
up the price of food for U.S. work 
ingmen. Secretary Sawyer is in g 
argument with Charles F. Brannag 
Secretary of Agriculture, who is look 
ing for new ways to get farm com 
modities out of U.S. as a means, 
bolstering prices. 


x kek 


President Truman, although he 
lived frugally in the White House, 
been able to save less than $15,00) 
during the years of his service. Th 
President’s $75,000 income is cy 
drastically by income taxes and by 
expenditures that are required of 4 
President. Mr. Truman has no job 
plans at present, if he should lose ig 
November. 


* & * 


Thomas Dewey, if elected President, 
is Soing to recommend pay raises for 
Cabinet members, who now earn $15; 
000 a year, and for the Vice President, 
who gets $20,000. Congress in 1949 i 
expected to increase the pay of thé 
President to $100,000 a year. 


x kk 


The Dewey advisers are telling the 
Republican candidate that he should 
go slowly in advocating policies that 
would lead to deflation if applied after 
election. Republicans, just as the 
Democrats, are coming around to the 
conclusion that inflation is popular, 
deflation unpopular. 


x kk 


Gen. Charles de Gaulle is getting no 
U.S. encouragement in his effort to 
come back to power in France. Top) 
U.S. officials remain extremely cool 
to the French General, fearing that he 
will play a lone-wolf game once he 
gains power. 


xk * 


Juan Perén, Argentina’s President, | 
has an emissary in U.S. looking fot 
dollars. Orlando Maroglio, president 
of the Argentine Central Bank, wants: 
ERP dollars, free of charge, if obtain 
able. Otherwise he might be interested 
in dollars from the World Bank. 7 
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